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Foreword 


The Canadian Censuses constitute a rich source of information about 
individuals and their families, extending over many years. The census data 
are used widely but it has proved to be worthwhile in Canada, as in some 
other countries, to supplement census statistical reports with analytical 
monographs on a number of selected topics. The 1931 Census was the basis 
of several valuable monographs but, for various reasons, it was impossible 
to follow this precedent with a similar programme until 1961. Moreover, the 
1961 Census had two novel features. In the first place, it provided much new 
and more detailed data, particularly in such fields as income, internal 
migration and fertility, and secondly, the use of an electronic computer 
made possible a great variety of tabulations on which more penetrating 
analytical studies could be based. 


The purpose of the 1961 Census Monograph Programme is to provide a 
broad analysis of social and economic phenomena in Canada. Although the 
monographs concentrate on the results of the 1961 Census, they are supple- 

mented by data from previous censuses and by statistical material from other 
sources. In addition to TRENDS IN CANADIAN MARKETING and a Series 
on Labour Force Studies, monographs will be published on urban develop- 
ment, fertility, agriculture, education, income, immigration, and internal 
migration. 


I should like to express my appreciation to the universities that have 
made it possible for members of their staff to contribute to this Programme, 
to authors within the Dominion Bureau of Statistics who have put forth 
extra effort in preparing their studies, and to a number of other members of 
DBS staff who have given assistance. The Census Monograph Programme is 

considered desirable not only because the analysis by the authors throws 
light on particular topics but also because it provides insight into the 
adequacy of existing data and guidance in planning the content and tabu- 
lation programmes of future censuses. Valuable help in designing the 
Programme was received from a committee of Government officials and 
university professors. In addition, thanks are extended to the various 
readers, experts in their fields, whose comments were of considerable 
_ assistance to the authors. 


Although the monographs have been prepared at the request of and 
published by the Dominion Bureau of Statistics, responsibility for the 
analyses and conclusions is that of the individual authors. 


DOMINION STATISTICIAN. 
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Preface 


Marketing or distribution touches the life of every Canadian, It en- 
gages the efforts of a vast network of firms which link producer and con- 
sumer. It accounts for about one fifth of the Canadian labour force. It 
employs almost as many people as the manufacturing industries in Canada. 
It accounts for about one half of the cost of goods bought by Canadian 
consumers. 


Yet distribution is ‘‘the economy’s dark continent.’’ As Drucker has 
observed, ‘“‘We know it is there, and we know it is big, and that’s about all.’”’ 


The remedy lies in research of a fundamental nature. Moreover, some 
‘of the necessary raw material lies ready at hand. Through its decennial 
Census of Distribution and its continual program of interim statistics, the 
Dominion Bureau of Statistics has become a rich storehouse of information 
on marketing in Canada. This information is widely used, of course; in fact, 
the value of DBS data to Canadian businessmen, scholars, and public 
servants has been incalculable. However, most marketing research is for 
‘specific, immediate purposes. Few researchers have had the time or the 
resources to examine the panoply of Canadian distribution over the entire 
period for which data are available. 


This ‘study was designed to serve that larger purpose. It attempts to 
identify and explain long run changes in Canada’s distribution system as 
revealed by DBS data. It was commissioned by the Dominion Bureau of 
Statistics as one of a series of monographs on various aspects of the 
Canadian economy. 

| The emphasis in the study is on Canada’s retail trade, this being the 
part of the country’s distribution system for which the data are most 
adequate. We have attempted, however, to underline the fact that the distri- 
bution of goods and services is accomplished through a total operating 
‘system which extends well beyond retail trade. Therefore, reference is 
made to the marketing activities of manufacturers, wholesalers, consumers, 


and ‘‘outside’’ agencies. 


Peter F. Drucker, ‘‘The Economy’s Dark Continent,’’ Fortune, Vol. LXV, No. 4 
(April, 1962), p. 103. 
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Similarly, although the monograph rests primarily on DBS data, other 
sources have been consulted. Information from statistics has been amplified 
through consultation with numerous businessmen engaged in marketing in 
Canada, and by a perusal of academic literature and trade publications. 


Chapter I shows how the development of an elaborate distribution 
system has been related to Canada’s industrial progress and economic 
maturity, and attempts to measure the magnitude of distribution in terms of 
cost and employment. Chapter 2 traces how the various tasks involved in 
marketing have shifted among retailers, wholesalers, manufacturers, con- 
sumers, governments, and other agencies. Chapters 3 through 9 examine 
major trends in Canada’s retail trade, especially since the first Census of 
Distribution in 1930. Chapter 10 shows how trends in marketing management 
are part of a comprehensive movement towards a total marketing process 
which is more fully rationalized and more responsive to our mutual needs. 


In the course of this work, we have incurred a debt to others which is 
profound. We are obliged to the Dominion Bureau of Statistics and to the 
University of Toronto for their support of the study. Many members of the: 
Bureau contributed materially in providing information, staff, advice, and: 
encouragement. They include Mr. Walter E. Duffett, Dominion Statistician; 
Dr. S.A. Goldberg, Assistant Dominion Statistician; Mr. F.J. Rashley, former 
Director of the Merchandising and Services Division and members of his 
staff; Dr. C.C. Lingard, Director of the Canada Year Book Division; and 
Mr. A.B. McMorran, Director of the Tabulating Services Division and his 
staff, especially Mr. E.V. Richer. Dr. O.W. Main, Director of the School of) 
Business at the University of Toronto, endorsed and encouraged the under- 
taking from its inception. The Dominion Bureau of Statistics and the 
University of Toronto gave further support to the project by making it 
possible for usto be relieved of our regular duties during critical periods in 
the research, 


For painstaking assistance in arranging, adjusting, and verifying the’ 
data, we owe thanks to Mrs. Mary Wood, Miss Patricia M. McKibbon, Mrs. 
Mildred I. Greenfield, Miss Jean Garvock and Mr. Irving Altman. Mr. Altman 
also edited a large proportion of the material. Mr. Kenneth J. Brown and 
Mr. Robert G. Sandor helped in our search for relevant published information. 
We wish to thank, as well, Miss Patricia Bailey, Miss Charmaine Munroe, 
Mrs. Mary Townson, and Mrs. Angela Coffie for typing the numerous drafts 
of the monograph. 


We would like to acknowledge the contributions of Professor D.S.Re 
Leighton of the University of Western Ontario, Professor R.D. Entenberg of} 
the University of Denver, Professor G.A. Edwards of York University, and 
Professors O.W. Main, J.A. Sawyer, and R.E. Vosburgh of the University of 
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Toronto, all of whom gave us helpful criticisms and valuable suggestions on 
parts of the manuscript. 


: We owe thanks to the many businessmen who took time from other 
pressing and important matters to share their experiences and opinions with 
us. They brought to our attention a number of developments, problems, and 
prospects in marketing which were not revealed in the impersonal aggregates 
of the data. 


Above all, we are indebted to Mr. J.C. Brearley, Chief of the Census 
‘section of the Merchandising and Services Division. Without his profound 
knowledge of the census and his unfailing generosity in sharing it, our task 
would have been impossible. 


The faults of the study are ours. 


‘M.S. Moyer G. Snyder 
Professor, Director, 
Faculty of Administrative Studies Merchandising and Services Division 
York University Dominion Bureau of Statistics 
Toronto Ottawa 
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Introduction 


Underlying this monograph are three basic postulates. Each is 
essential to an analysis of trends in marketing, and each is implicit in the 
chapters which follow. 


The first is that, fundamentally, distribution is a process of adjust- 
ment between man and his environment. 


If man is to prosper, the material elements of his environment must 
be available to him in ways that meet human needs. But in its natural state, 
the environment is seldom arranged in ways that are suited to human wants. 
Consequently, if man andhis environment are to be brought into adjustment, 
both must be reorganized.’ 


With time, this reorganization has become more thorough and more 
efficient. Its culmination is industrialization. 


Industrialization involves a fundamental rearrangement of economic 
processes. It solves the problem of efficient production by creating special- 
ized units of production. In this respect, it represents a more effective 
adjustment of man and his environment. 


But industrialization complicates the problem of efficient consumption. 
It creates specialized units of consumption, separates them from producing 
units, and vitiates face-to-face trading between the two. The problem is 
further magnified as wealth increases, for prosperous consumers attach 
higher values to the time and energy which they must expend to fill their 
needs. Therefore, if the outputs of producing units are to serve a useful 
purpose they must be made available at times, at places, in quantities, and 
in assortments which are suitable inputs for consuming units. In short, 
industrialization must be accompanied by the development of effective 
instruments for conducting trade at arm’s length. 


This is best done by proxy. ‘‘While economists assume for certain 
purposes that exchange is costless, transactions occupy time and utilize 
resources in the real world. Intermediary traders are needed... because 
transactions can be carried out at lower cost through them than through 


1Canada’s early economic history can be recounted almost entirely in terms of those 
resources which lent themselves to the fulfillment of human needs with the least reorganiza- 
ation of the environment: fish, furs, and timber. 
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direct exchange.’’? Thus the task of integrating the requirements of pro- 
ducers and the needs of consumers falls properly and logically to firms 
specializing in distribution and integrated into a marketing system. 


It follows that whatever definition one may choose, marketing is 
essentially a set of activities which solve the problem of maladjustment 
between the means offered by producers and the ends required by con- 
sumers. In its largest context, then, this study is concerned with that part 
of the total process in which man and his environment are brought into 
satisfactory adjustment. 


The second postulate is related to the first. It is that production and q 


distribution are not two processes but one. 


Custom cleaves the economic process into two parts, convenience 
calls them ‘‘production’’ and ‘‘distribution,’’ and convention considers 
them to be different. In fact, production and distribution have an essential 
unity, a basic interdependence, and a fundamental similarity. Both are 
elements in the total process required to translate natural resources into 
meaningful answers to consumers’ needs, neither can be effective without 
the other, and both involve the processing of products into a form better 
suited to the needs of end users. 


This oneness deserves some emphasis, for on it must rest any 
comprehensive explanation of trends in distribution. When production and 
distribution are conceived as being separate, then it is possible to conclude 
that they respond to different and perhaps unfathomable forces; when they 
are conceived as one, it is evident that they are shaped by the same under- 
lying animus. 


Thus one is led to the third postulate: that the mainspring of change 
in distribution is the drive to increase productivity. 


The impetus to improve productivity is generally accepted as the 
underlying agent of change in production methods.* It is less commonly 
cited to explain changes in marketing methods. The reasons are not difficult 
to trace. Production generally takes place at central sites, under control- 
lable conditions, and according to uniform methods. Moreover, it is mani- 
fested in material changes in the goods produced. For these reasons, the 
economic values created by production are definable, perceptible, and 


2Wroe Alderson, Marketing Behaviour and Executive Action (Homewood, I11l.: Richard D. 
Inwintelnce sl OO 7) pee li. 


SIt is true, of course, that individual business decisions are framed in terms of profit 
rather than productivity. But the ‘‘hidden hand’’ need not be seen to reign supreme, and in 
the authors’ view productivity represents a more fundamental, a more universal, and therefore 
a more useful concept for explaining economic change. 
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measurable. That being the case, the concept of productivity in production 
is obviously fitting. On the other hand, distribution often takes place at 
diversified locations, under uncontrollable conditions, and by diverse 


methods. Above all, it is not manifested in material changes in the goods 


processed. By contrast, then, the economic values created by distribution 
may seem indefinable, imperceptible, and unmeasurable. As one observer 
has noted, many are bemused by a ‘‘real goods illusion.’’* That being the 
case, the concept of productivity in distribution can appear unfitting. 


However, the concept is entirely appropriate. To the economic values 
created by production—utilities resulting from changes in the form of 
goods — distribution adds economic values of its own— utilities which result 
from changes in the time, place, assortment, and possession of goods. 
‘¢...To approach the field of marketing with the conviction that here is an 
enormous waste of human effort which in the general interest must somehow 
be circumscribed, reduced, or eliminated, would be a serious block to under- 
standing of the marketing process.’’* The economic values created by 
distribution, however, can be produced efficiently or otherwise. It is proper, 
then, to speak of productivity in distribution. And it is reasonable to go a 
step further —to regard the drive to increase productivity, which is the basic 
agent of change in production methods, as the underlying animus of change 
in Canada’s distribution system. 


“George MacDowell, ‘‘The Real Goods Illusion,’’ Canadian Journal of Economics and 
Political Science, Vol. XXV, No. 1 (February, 1959), pp. 70-71. 


5M.P. McNair and H.L. Hansen, Problems in Marketing (New York: McGraw-Hill Book 
Co., Inc., 1949), p. 7. 
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Chapter One 


A SUMMARY VIEW OF 
MARKETING IN CANADA 


THE NATURE OF MARKETING 


Marketing or distribution is “‘the performance of business activities 
that direct the flow of goods and services from producer to consumer or 
user.’’ *In a general way, one can contrast distribution and production by 
excluding from distribution ‘‘those... activities that result in changes in 
the form of merchandise which represent material modifications in its 
characteristics and uses.’’? In this study, the terms ‘‘marketing’’ and 
“‘distribution’’ are used interchangeably. 


The firms most prominently engaged in distribution are retailers and 
wholesalers.* Other organizations, such as advertising agencies, marketing 
research houses, and management consulting firms, are classed for census 
purposes as “‘service establishments’’ rather than as representative market- 
ing institutions. Similarly, such institutions as banks, railroads, and 
insurance companies are usually excluded on the ground that they do not 
take title to goods or negotiate purchases or sales and should therefore be 
considered as ‘“‘facilitating agencies.”’ 


It should be noted, however, that marketing is not the exclusive 
domain of retailers and wholesalers. For example, such service establish- 
ments as advertising agencies and marketing research houses participate 
in the marketing process, and such facilitating agencies as banks, rail- 
roads, insurance companies, and telephone companies maintain marketing 
departments or their equivalent. Similarly, growers form marketing co- 
operatives and manufacturers engage in selling, advertising, marketing 
research, packaging, and wholesaling. Conversely, retailers and whole- 
salers often go beyond marketing to engage in incidental production 
activities. For example, restaurants process food, clothing stores alter 
_ apparel, lumber and building material dealers trim and finish their products, 
electrical wholesalers cut pipe and cable, and automotive wholesalers 
repair ignition systems. In practice, then, distribution and production are 
often intermixed, sometimes concurrent, and occasionally indistinguishable. 


1Report of the Definitions Committee, American Marketing Association, Journal of 
Marketing, Vol. XIII, No. 2 (October, 1948), p. 209. 


2Tpid., p. 210. 


3For the Dominion Bureau of Statistics definitions of a retail outlet and a wholesale 
establishment, see Appendix 3.A. 
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THE MAGNITUDE OF MARKETING IN CANADA 


The magnitude of marketing or distribution in Canada can be measured 
in various ways. The most convenient criteria are the value of goods which 
flow through distribution channels and the number of firms engaged in whole- 
sale and retail trade. However, neither of these is a very revealing yard- 
stick of the importance of distribution. Two more meaningful criteria are 
the cost of marketing in Canada and the number of workers engaged in 
marketing in Canada. This section attempts to measure both. 


In attempting to calculate the cost of marketing or the number of 
workers engaged in marketing, one immediately confronts the inconvenient 
fact, already noted, that in the real world there is no clear line between 
distribution activities and production activities. For purposes of measure- 
ment, then, it is necessary to make some arbitrary delineations. This is not 
a unique problem, however; what is conceptually impeccable is seldom 
statistically measurable. Moreover, it is more useful to have measures of 
the costs and the number of people involved in marketing, with the im- 
perfections of these measures duly noted, than a statement to the effect 
that the amounts are ‘‘substantial.”’ 


THE COST OF MARKETING IN CANADA 


As a commodity moves through trade channels, it is “‘processed”’ in 
terms of form, location, time, and assortment. Each of these aspects of 
processing adds cost and value to the commodity. For example, as wheat 
moves from field to table and from grain to loaf, effort is applied to it and 
value is added to it by the farmer, the elevator company, the public carrier, 
the miller, the wholesaler, the baker, and the retailer. Thus, the final price 
paid by the consumer is an accumulation of many increments of cost and 
value, some of which are added by marketing activities and some of which 
are added by other activities. One measure of the importance of distribution 
is the cost of marketing activities relative to the cost of other parts of the 
economic process. 

In 1961 (the most recent year for which the necessary data are 
available), the total cost of marketing in Canada, or value added by market- 
ing,* was about $8,765,000,000 (Table 1.1). The expenses of retailers 


466tn compilations of government and business statistics, manufacturing costs plus 
margins at the point of shipment are generally referred to as the ‘value added’ by manu- 
facture —not ‘costs’ of manufacturing. Differing identifications of this kind leave implications 
of productivity in manufacturing and nonproductiveness in distribution. For example, in the 
case of distribution, gross margins are still referred to as the ‘cost’ of distribution —not 
‘value added.’’’ R.D. Entenberg, Effective Retail and Market Distribution (Cleveland: 
The World Publishing Company, 1966), p. 7. For a more extensive discussion of the reasoning 
which equates the cost of marketing with the value added by marketing, see Christina Fulop, 
Competition for Consumers: a Study of the Changing Channels of Distribution (London: 
Andre Deutsch Ltd., for The Institute of Economic Affairs, 1964), pp. 3-11; and Theodore N. 


Beckman and William R. Davidson, Marketing (7th ed.; New York: Ronald Press Company, 
1962), pp. 782-802. 


THE MAGNITUDE OF MARKETING 


accounted for 53 per cent of the total, the expenses of wholesalers re- 
presented an additional 32 per cent, and the marketing costs incurred by 
_manufacturers made up the remaining 15 per cent. 


Table 1.1 — Estimated Cost of Marketing by Retailers, Wholesalers 
and Manufacturers, Canada, 1961 


Cost of 
marketing 


Per cent of 


Type of organization 
total 


$ 
MUM ELOrS sis sb «odes 60 v0 tens 4,700,000, 000 53 
MORO BOVOTSI VU bb occ ccs cts Sebesia 2,780,000,000 
MeATILRCTUTCTS SS yc 6 Cece Ceierciee 6 6 1,285,000,000 


PEs TEC ccc e ge eS ULEEEGS HSS 8,765, 000,000 


SOURCE: Appendix 1.A. 


| It is instructive to compare the value added by marketing with the 
value added by manufacturing. In 1961, the total value added by manufac- 
turers in Canada was about $10,763,000,000.° It has been estimated that 
about $1,285,000,000 of that amount represents the marketing costs of 
manufacturers (Table 1.1). This leaves $9,478,000,000 as the total value 
added by strictly manufacturing activities, compared with $8,765,000,000 
as the total value added by marketing activities. In short, the value added 
by marketing in Canada approaches the value added by manufacturing in 
Canada.° 


It is also possible to estimate what proportion of the consumer’s 
_ purchase dollar is accounted for by marketing activities. In 1961, Canadian 
_ household consumers bought goods worth about $17,010,000,000 as shown in 
Table 1.2. The cost of marketing those goods was approximately 
$8,765,000,000 (Table 1.1). The remaining $8,245,000,000 represents the 
cost of manufacturing those goods, plus associated costs incurred by 
primary producers. Thus, of every dollar which the Canadian consumer 
Spends on finished goods, roughly 52 cents is accounted for by marketing 
activities. 
| 


5Canada, Dominion Bureau of Statistics, Canada Year Book 1965 (Ottawa: Queen’s 
Printer, 1965), pp. 658-59. 


°Note that these data do not constitute a comparison of the cost of marketing and making 
the same goods. To illustrate, the $10,763,000,000 includes the costs of processing some 
| goods (newsprint, for example) which are made in Canada but exported. Conversely, the 
' $1,285,000,000 includes the costs of marketing some goods (industrial equipment, for example) 
which are made outside of Canada and imported. 
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Table 1.2 — Estimated Purchases by Household Consumers from Retailers, 
Wholesalers and Manufacturers, Canada, 1961 


Per cent of total Total 
Type of sales made directly purchases by 
organization to consumers #4 consumers 
(2) (1) x (2). 
$ 
Retailers......-.+--2| 18,105,000,000 15, 932,000,000 
Wholesalers .......--| 22,271,000,000 379,000, 000 
Manufacturers .......| 25,298,000,000 699,000, 000 
Total estimated purchases by Canadian household ~ 
consumers lo 6 6 6. 0.6 © 6 6 © 6161610 6 1018 © 6.910 S10 6 0 0 6 6 68'S 9 9 2 2 2 oe 17,010,000, 000 
Total cost of marketing these purchases 
(from Table 1.1) 6 6 0 6 6 01616 6 e166 6.06 06 06 0 Fe PS SO ORO SO 2 0 8,765,000, 000 
Pp.C. 
Total cost of marketing as a proportion of total 
DUTCHASES . oo cle c clelee.s sc 06.0 66 6 ee 0s 6 6 6 eee ele e 0 © 06 elsicic 52 


@The estimated sales of retailers and wholesalers directly to household consumers 
were obtained from a special run of the 1961 Census of Merchandising. 


>The $17,010,000,000 does not represent the total amount of goods purchased by house- 
hold consumers. In 1961, Canadian householders made other purchases, as follows: From ser 
vice establishments, $647,084,000; from vending machine operators, $43,494,000; from direct- 
selling organizations, $156,312,000; and from contractors, $26,233,000. They also bought items 
which are sold in still other ways—items such as insurance, public transportation, and medical 
services. Finally, they bought some goods while in other countries. To attempt to estimate the 
costs of marketing involved in these purchases would be to engage in what Galbraith has called 
“statistical metaphysics.’’ For that reason, purchases of these items are excluded and esti- 
mates of the costs of marketing them are excluded from Table 1.1. 


SOURCE: Appendix 1.A. 


THE NUMBER OF PERSONS ENGAGED IN MARKETING 


The magnitude of distribution in Canada can be measured not only in 
dollar terms but also by the number of persons who are engaged in marketing 
activities. In 1961, about 1,136,000 Canadians were employed in tasks 
directly related to distribution, that is, in retailing, in wholesaling, and 
in marketing activities at the manufacturing level. (This estimate does not 
include those employed by various service establishments and facilitating 
agencies such as market research organizations, advertising agencies, and 
public carriers.) Employment in retail stores made up slightly more than two 
thirds of the total, wholesaling organizations accounted for about one fifth 
of the employment, and the remaining one eighth came from the manufactur- 
ing sector (Table 1.3). 


The estimate of 1,136,000 persons engaged in marketing is a con- 
servative one, being the lower of two figures derived. It nevertheless 
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Table 1.3 — Estimated Number of Persons Engaged in Marketing by Retailers, 
Wholesalers and Manufacturers, Canada, 1961 


Number of persons 
engaged in marketing 


Per cent of 
total 


Type of 
organization 


BELO TICIS "Peas wahe's cs Kk oelce 6 wick ee 777,000 68 

mmholesalers . 3... .cee SSI Ose s 211,000 19 
BERDUIOCLUTCTSay ada x ve wo eels»  e6iee ss 148,000 
Jase iy hh ee A 1,136,000 


SOURCE: Appendix 1.B. 


represents almost 18 per cent of Canada’s total labour force of 6,471,850 
in 1961.’ A less stringent estimate —but one which still excluded employ- 
ment in service establishments and facilitating agencies —totalled 
1,294,000 persons (Appendix 1.B). In either case, it can be said that 
approximately one Canadian worker in five is directly engaged in distribu- 
tion. 


The importance of employment in distribution comes into sharper focus 

when it is compared to employment in manufacturing, which in 1961 totalled 

1,404,865 persons.* Therefore, practically as many persons are directly 

engaged in the marketing of goods as are employed in the manufacture of 
goods in Canada. 


It is evident, even from these necessarily rough approximations, that a 
substantial part of the total cost of goods bought by Canadians is accounted 
for by marketing. These facts lead one to ask: ‘‘Does distribution cost too 
-much?’’ The question has concerned many individuals and groups for some 
| decades and it has been the subject of a number of major studies. In its 
_broadest sense the question defies answer, since a determination of whether 
-any cost is “‘too much”’ ultimately rests on an assessment of the value of 
the purpose for which the cost was incurred — which is, of course, a matter 
of individual judgement and quite beyond the terms of this study. In a 
Narrower Sense, however, it can be argued that distribution does cost too 
much in that it is conducted less efficiently than any thoughtful observer 
would wish. 


| 


At the same time, it must be emphasized that distribution is an 
essential and productive process, particularly in an economically advanced 


7Canada, Dominion Bureau of Statistics, 1961 Census of Canada, Vol. III, Labour 
Force: Industries by Sex, showing Age, Marital Status, Class of Worker, Bul. 3.2-6 (Ottawa: 
_ Queen’s Printer, 1963). 


8Tbid. 
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society. This point can be demonstrated by tracing the changing role that 
distribution has been called upom to play as Canada has moved toward 
economic maturity. 


THE CHANGING ROLE OF MARKETING IN THE CANADIAN ECONOMY 


Rostow has stated that Canada achieved economic ‘‘take-off’’ before 
1914, that it entered a stage of high mass-consumption in the 1920’s, and 
that it had attained economic ‘‘maturity’’ by 1945.° Whatever dates are 
assigned as milestones along this path, it is evident that the nation has 
experienced major economic advances during this century. 


In recounting these achievements, it is customary to emphasize the 
development of Canada’s agricultural, extractive, and manufacturing 
industries and the resulting improvement in the nation’s production capa- 
bility. But ‘‘consumption is the sole end and purpose of all production.’’?® 
Consequently, Canada’s drive toward economic maturity has also been 
accompanied by the development of ‘‘industries’’ primarily concerned with 
the distribution of goods and services. 


It could not have been otherwise. The development of an advanced 
marketing system has been an indispensable concomitant of Canada’s 
industrial progress and economic maturity. This is evident from a brief 
review of some of the major changes which have accompanied Canada’s 
economic take-off, together with the effects of these changes on the 
country’s marketing system. 


CANADA’S DISTRIBUTION SYSTEM BEFORE 1900 


Prior to 1900, Canada’s economy was given over, in large measure, 
to the crude exploitation of industrial raw materials and basic foodstuffs — 
the usual emphasis in young nations where land and natural resources are 
relatively plentiful and labour and capital are relatively scarce. The 
dominant occupations—forestry, fishing, mining, and agriculture — were 
extractive and non-urban. Many of the leading industries, such as ship- 
building, flour milling, tanning, lumbering, sugar refining, and brewing, 
involved the simple processing of a basic raw material. Some manufacturing 
concerns had appeared, including cotton mills, woollen mills, and factories 
producing furniture, wagons, agricultural implements and footwear, but their 
markets were limited by the dispersion of population, the modest level of 
most incomes, and the paucity of facilities for transporting and storing 


ow.w. Rostow, The Stages of Economic Growth (Cambridge: Cambridge University 
Press, 1960). 


10 Adam Smith, An Enquiry Into the Nature and Causes of the Wealth of Nations (New 
York: Random House, Inc., 1937), p. 625. 
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finished products. Thus, most manufacturing operations were decentralized, 
small, simple, and discrete. As a result, ‘‘there was also a large group of 


‘craftsmen who lived largely by barter. The blacksmith, carpenter, shoe- 


maker, tailor and dressmaker produced a variety of the basic necessaries, 
often in return for produce or a share of the raw materials used.’’!! 


Of necessity, then, the household and the local community were 


relatively unspecialized and self-sufficient. Many basic requirements were 


home-made, from furniture and clothing to entertainment and education. 
“The farm of the period was a miniature factory or combination ot 
factories,’’?? 


In this setting, Canada’s marketing system was rudimentary by modern 
standards. The elementary character of distribution was to be seen in the 
small scale of most retailing and wholesaling firms at the time. But above 
all, it was evidenced by the fact that most firms engaged in distribution 
were not specialized, either in the products they handled or in the tasks 


they performed. To take the most extreme case, distribution and production 


were often combined in a merchant-artisan, as when ‘‘the raw products of 
the farm were turned into articles of wear with the assistance of the local 
shoemaker and tailor who would take produce in return for their services.’’*® 
The dominant retailing form, the general store, was also unspecialized. Not 
only did it sell a wide variety of goods, but because of the lack of trans- 
portation and terminal facilities it also served as an assembly point in the 
collection of local agricultural products. The country storekeeper also 
acted as a wholesaler of sorts by carrying some items in bulk — sugar, tea, 
Salt, flour, and cloth, for example. Altogether, the general store was very 


much a general purpose institution. Even those outlets which specialized 


in certain classes of products continued to engage in activities other than 
retailing. As in the United States, the jeweller made ‘‘fine mechanical 


instruments and...various articles of personal adornment’’ and grocery 


clerks constructed paper bags during slack periods.** Canadian wholesalers 
were also unspecialized in that they tended to trade in a number of product 


fields and to engage in assorted lines of business including importing, 


exporting, banking, underwriting, and manufacturing. There were almost no 


“Report of the Royal Commission on Dominion-Provincial Relations (Ottawa: The 


King’s Printer, 1940), Vol. I, p. 26. 


ihid.. p. 27. 
Ibid., P-.27: 


4Fred M. Jones, ‘‘Retail Stores in the United States, 1800-1860,’ Journal of Marketing, 
Vol. I, No. 2 (October, 1936), p. 136; Hunt’s Merchant’s Magazine, Vol. XVII, pp. 117-18, 
quoted in Jones, op. cit., p. 138; and American Grocer, March 3, 1897, p. 7, quoted in 
Harold Barger, Distribution’s Place in the American Economy Since 1869 (Princeton: 
Princeton University Press, 1955), p. 32. 
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advertising agencies, and manufacturers could hardly be said to be engaged © 
in marketing activities. 


Such was the character of the distribution field in Canada prior to the 
turn of the century — inchoate, but appropriate to the times. 


CANADA’S DISTRIBUTION SYSTEM AFTER 1900 


Changing times create new needs, raise new problems, and demand 
new solutions. Most of the changes which accompanied Canada’s growing 
economic maturity during this century have magnified and complicated the 
activities to be performed by the country’s marketing system. 


The most momentous of these changes has been the transfer of 
production activities from the household to specialized farms and manu- 
facturing firms operating on a larger scale and in more concentrated areas. 
In effect, the Canadian householder has farmed out most production activi- 
ties in the interest of efficiency. 


But specialized production creates several kinds of gaps between 
producer and consumer which must then be bridged by other specialized 
agencies. One gap is spatial; thus, the householder’s increasing reliance 
on specialized producers has necessitated more elaborate facilities and 
procedures for moving raw materials to producing centres and for transport- 
ing finished products to Canada’s scattered markets. Another gap is tech- 
nological. From the producer’s viewpoint, the specifications of the ideal 
product are those which make the most effective use of available labour, 
raw materials, and plant capacity; from the consumer’s viewpoint, the ideal 
specifications are those determined by his use requirements. Thus, there is 
a technological gap between the imperatives of efficient production and the 
imperatives of efficient consumption. For this reason, when products leave 
specialized firms and farms they are not generally available in assortments, 
in quantities, and at times which meet the needs of industrial users and 
private consumers. In this sense, they have no immediate economic useful- 
ness; they are what Alderson has called ‘‘conglomerations.’’ If they are to 
serve a useful purpose, they must be assembled, classified, sorted, broken 
into smaller lots, stored, financed, and recombined into required assort- 
ments. In short, they must be processed further before consumption can take 
place. In this way, industrialization also separates producer and consumer 
by a kind of ‘‘technological distance’’ which must be bridged if the fruits of 
specialized production are to be enjoyed. This task, which grows larger and 
more complex as production becomes more specialized, falls primarily to 
intermediaries specializing in distribution—to wholesalers and retailers of 
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various kinds. As Alderson puts it, ‘‘The economics of marketing is con- 
cerned with...intermediary steps in moving from the conglomeration on the 
one side to the assortment on the other.’’* 


Another fundamental change associated with Canada’s growing 

industrial maturity during this century has been the steady coalescing of 
the country’s population in and around major urban areas. Although this 
movement has facilitated the handling of goods in some respects, it has 
also complicated some distributive functions. For example, the scarcity of 
Storage space in the city dwelling has necessitated the packaging of goods 
(particularly foodstuffs) in small quantities. Put another way, urbanization 
requires that conglomerations be more fully processed than would otherwise 
be necessary. More generally, ‘‘high urban land value and rents, excessive 
terminal and delivery costs, the very congestion of living and working 
conditions, magnify the difficulties and costs of distribution —not only 
in supplying raw materials to the specialized factories of the city and 
delivering their finished products, but in supplying the necessities of life 
to the population.’’® Again, the consequence of economic maturity has 
been to magnify the task required of Canada’s distributive system. 


Along with industrialization and urbanization, one must take account 

of the growing prosperity that has accompanied Canada’s drive to economic 

maturity. Canadians are incomparably richer than a century ago. This Simple 

but monumental fact has wrought equally monumental changes in the size 
_and character of Canada’s distribution system. 


) Prosperity means choice—so much so that economic well-being has 
‘customarily been measured in terms of the richness of the array of goods 
and services available to consumers. How much and how rapidly the choices 
have widened is underlined by the fact that, until late in the nineteenth 
century, ‘‘the consumption of tea and sugar per inhabitant... [was] generally 
considered one of the best standards by which to judge the conditions of the 
[Canadian] people, it having been found that the consumption of these two 
articles indicates more clearly than almost anything else their well-being, 
or otherwise.’’*” The most obvious effect of prosperity, and the multiplicity 
of products which has attended it, has been to necessitate a distribution 
‘System which is simply larger. Thus, since 1930, when Canada’s first 
Census of Distribution was taken, the physical volume of goods distributed 


| 
. SWroe Alderson, Marketing Behaviour and Executive Action (Homewood, II1l.: Richard D. 


Irwin, Inc., 1957), p. 200. This paragraph draws heavily on Alderson’s works. 


16paul W. Stewart and J. Frederick Dewhurst, Does Distribution Cost Too Much? (New 
| York: The Twentieth Century Fund, 1939), p. 18. 


17Canada, Department of Agriculture, Statistical Abstract and Record for the Year 1887 
(Ottawa: MacLean, Roger and Co,, 1888), p. 146. 
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to Canadians has multiplied about four and a half times and the number of © 
retailers and wholesalers in Canada has increased by approximately 50 
per cent.” 


More important, prosperity has required new kinds of retailers and 
wholesalers. Wealth and the latitude in purchasing which wealth allows have 
encouraged product innovation on the part of competing sellers to such an 
extent that very significant portions of their business are accounted for by 
products which were unknown a few decades ago. Often it has been possible 
to market new products through existing trade channels. The growing family 
of new processed and frozen foods, for example, has been accommodated 
by existing food outlets. Sometimes, however, the widespread adoption of 
a new class of product has necessitated new and more specialized types of — 
distributors. As a prosperous market turned to factory-made clothing inthe 
late nineteenth century, the ‘‘soft lines’’ specialty store appeared alongside 
the general merchandise store; and as an affluent market has turned to 
fashion apparel in the twentieth century, direct marketing arrangements have 
appeared alongside the dry goods wholesaler. 


The general introduction of consumer durables — another characteristic 
of Canada’s economic maturity—has produced the same need for more 
specialized and more elaborate marketing institutions. With the advent of 
consumer durables, the Canadian household has become less labour-intensive 
and more capital-intensive. In effect, the more prosperous consumer has 
employed increasing amounts of household capital equipment. But household 
capital equipment, like industrial capital equipment, must be sold through 
agencies capable of providing unusual amounts of personal selling and parts 
and repair service. In both respects, existing retailing institutions were 
not adequate distributive machinery; general stores and soft-lines specialty 
stores, for example, were not suitable situated, staffed, or equipped. So 
technological innovation fathered institutional innovation: just as the late 
nineteenth century had witnessed the appearance of a succession of 
specialty stores dealing in factory-made soft-lines merchandise, so the 
twentieth century saw the evolution of specialized outlets designed to 
retail a growing family of hard-lines items. The automobile dealership and 
the appliance store are leading examples. 


One consumer durable alone—the automobile—has had profound 
effects on Canada’s marketing system. It has widened trading areas, eroded 
the geographic monopoly of the local store, encouraged retailers to shift 
part of the transportation function to consumers, encouraged one-stop 
shopping, fostered the development of shopping centres, hastened the trend 
to much larger retail units, spurred a new ‘‘science’’ of store location 


1 
®See Table 3.1. Data on wholesale firms were derived from unpublished DBS worksheets. 
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analysis, and spawned a large number of products and outlets tuned to the 
motoring shopper. 

The preceding paragraphs have dealt with those effects which stem 
from the fact that higher incomes have enabled Canadians to choose from a 
larger and more varied array of products. But prosperity permits choices of 
other Sorts—choices which range well beyond the growing catalogue of 
physical goods. During this century, Canadians have been increasingly able 
and inclined to buy “‘non-goods’’ of various kinds, and this change too has 
shaped Canada’s marketing system.?° 


The most obvious example in the ‘‘non-goods’’ category is service. 
Several studies have demonstrated that an increasing proportion of Canada’s 
growing income has been applied to the purchase of services in general 
including government services, amusement and recreation, and travel.?° In 
addition, while many services are vended through the service industries, 
some are “‘attached’’ to goods and are therefore vended by the distributive 
trades. Retailers in particular have been called upon to provide more 
services in recent decades. The returned goods privilege and ‘“‘free’’ 
lJelivery are examples of such services. The development of service-heavy 
etail outlets, such as the apparel store, the service station, the automobile 
Jealership, and the appliance store, has been mentioned previously. A 
somparable trend at the wholesale level has been the tendency of the 
nerchant wholesaler to develop an extensive merchandising service for 
the benefit of his clientele. 


eee 
| 191f one were to enumerate all of the major choices which may become available to very 
ich societies, the ‘‘non-goods’’ category would be much larger than is treated here. Rostow 
uggests that significant numbers of North Americans and Northern Europeans are approaching 
1 level of affluence where diminishing relative utility may occur for real income itself. If so, 
he range of choice becomes awesome indeed. ‘‘Will man fall into secular spiritual stagnation, 
inding no worthy outlet for the expression of his energies, talents, and instinct to reach for 
mmortality? Will he follow the Americans and reimpose the strenuous life by raising the 
jirth-rate? Will the devil make work for idle hands? Will men learn how to conduct wars with 
ust enough violence to be good sport—and to accelerate capital depreciation — without 
lowing up the planet? Will the exploration of outer space offer an adequately interesting and 
xpensive outlet for resources and ambitions? Or will man, converted en masse into a 
uburban version of an eighteenth-century country gentleman, find in some mixture of the 
quivalent of hunting, shooting and fishing, the life of the mind and the spirit, and the 
Peimum drama of carrying forward the human race, sufficient frontiers to keep for life its 
avour.’’ Rostow, op. cit., p. 91. Since the answers to these questions are unlikely to affect 
ci nature of our distributive system in the foreseeable future, they are beyond the scope of 
lis study. 


David W. Slater, Consumption Expenditures in Canada (Ottawa: The Queen’s Printer, 
957). For other data, see: The Bank of Montreal, The Service Industries (Ottawa: The 
Jueen’s Printer, 1956); and William C. Hood and Anthony Scott, Output, Labour and Capital 
1 the Canadian Economy (Ottawa: The Queen’s Printer, 1957). Most marketing textbooks 
1ake only passing reference to the marketing of services, on the appealing but unsupported 
Ssumption that general propositions concerning the marketing of goods are almost equally 
alid when applied to the marketing of services. One study which deals explicitly with the 
tarketing of services is Donald D. Parker, The Marketing of Consumer Services (Seattle: 


ureau of Business Research, College of Business Administration, University of Washington, 
960). 
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The more affluent are also more inclined to choose the option of ‘‘not. 
bothering’’ in all its forms, which is for them a rational allocation of 
income. In this way too, prosperity affects marketing. Prosperous consumers 
are less willing to accept inconvenience in return for small savings. ‘‘The 
wealth of a society can be measured fairly accurately by its annual tonnage 
of garbage per head. We can afford to throw out tin cans instead of saving 
and re-using glass jars, and we can afford to buy advertised brands instead 
of hunting for the lowest price source of supply.’’”* It is for this reason 
that small retailers who can offer more proximity and personalized service 
than their larger, lower-priced rivals, find a niche in the richest and most 
congested markets.” It is for this same reason (in part) that the more 
affluent city dweller has been less willing than his country cousin to 
become involved in consumers’ co-operatives. As one spokesman for the 
Canadian co-operative movement has observed, ‘‘The truth is that the 
greater part [of today’s urban society] couldn’t care less...the affiuent and 
sophisticated citizen of San Francisco or Toronto seems destined to go 
through life blissfully unaware of what consumer co-operation is and what 
it can do for him.’’?? Prosperity affects the size and scope of marketing in 
still another way: it leads sellers, including distributors, to undertake more 
intensive selling activities of all kinds, including advertising. Prosperity, 
intensive selling, and advertising are not only related, they are inseparable: 

Wealth, or high income, is synonymous with having a wide range of choice; 

choice involves the necessity of decision; and decision requires information 

and advice about the alternatives available, for time is short and the alter- 
natives are many.... The average consumer, however, confronted with the 
need for a multiplicity of decisions each of which is typically of relatively 
small importance to him, has neither the capacity nor the patience to assemble 
for himself the information and advice he requires, or to assimilate it if he 
could assemble it. Nor have consumers generally found it attractive or 
feasible to band together to assemble the relevant information. Instead, the 
task of providing information and advice has been assumed by the sellers of 
goods and services, as part of their self-interested efforts to sell their wares. 

Unlike consumers, producers and distributors have the financial resources 

and the commercial initiative to assemble and disseminate information about 


what they have to sell, recouping the cost from the prices they receive for 
their goods.... 


Intensive selling is therefore an integral feature of a wealthy anc 
growing economy, a product on the one hand of the need for information 
and advice on which to base decisions about the disposition of income, anc 
on the other of the disparity between the small-scale, unconcentrated con: 
suming units and the large-scale concentrated producing and distributing 
units of an advanced industrial economy.** 


21 Pre sie 
Harry G. Johnson, ‘‘Advertising in Today’s Economy,’’ Proceedings of the Nationé 
Conference of the Consumers’ Association of Canada (at Queen’s University, Kingstor 
Ontario, June 20, 1962), p. 7. 


22 
Margaret Hall, John Knapp and Christopher Winsten, Distribution in Great Britain an 
North America (London: Oxford University Press, 1961), pp. 77-79. 


23 “ 
Alexander F., Laidlaw, ‘‘The Consumer Cooperative Movement: Problems of Educatio 


a a (an address at the New School for Social Research, New York City, May | 
1962). 


47 ohnson, OpwCite «pD.el =e. 
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Put another way, industrialization, urbanization, and prosperity create 
another kind of gap between buyer and seller — an information gap. Logically, 
the task of bridging that gap has fallen to new intermediaries specializing 
in the transmission of information — marketing research houses, advertising 
agencies, and the many media they employ. 


CONCLUSION 


This chapter has attempted to define marketing, to measure its 
magnitude in Canada, and to relate long term changes in the size and 
character of Canada’s distributive system to underlying changes in 
Canadian society and the Canadian economy. It has been shown that the 
development of an elaborate marketing system, employing a large proportion 
of the nation’s workforce and accounting for a major portion of the con- 
Sumer’s dollar, has played an indispensable part in Canada’s economic 
progress. Against this background, we turn to more specific trends in 
Canadian marketing. 
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Chapter Two 


TRENDS IN THE ALLOCATION OF 


MARKETING TASKS WITHIN THE 
CANADIAN ECONOMY 


THE FUNCTIONAL SHUFFLE 


In Chapter 1, marketing or distribution was said to encompass those 
business activities which direct the flow of goods and services from 
producer to consumer or user. Precisely what ‘‘those business activities”’ 
are has been the subject of some debate, but it is generally agreed that 
they include buying, selling, transportation, Storage, Standardization and 
grading, market financing, the bearing of market risks, and the provision of 
marketing information." These activities are termed ‘‘marketing functions.”’ 


Taken together, marketing functions constitute the total task of a 
distributive system. If distribution is to be accomplished, they must be 
performed; they are not optional. 


What zs optional is how they will be performed — and by whom. 


Just as every organization which participates in the marketing process 
can choose the products it will or will not handle, it has some latitude in 
selecting the activities it will or will not undertake. A retailer, for example, 
can have four basic options with respect to the selling function: he can 
perform it; he can contract part of it out to an advertising agency; he can 
share it with other retailers, such as fellow members of a trade association 
or Shopping centre; or he can shift it to wholesalers, manufacturing sup- 
pliers, or customers. These options are available with respect to each 
marketing function, and the variety of trade practices available for imple- 
menting them is very great.’ 


It is in exercising these options that retailers develop distinctive 
“service mixes.’’ Hence, some own all their merchandise while others sell 


lFor a discussion of the problems involved in enumerating marketing functions, along 
vith alternative classifications, see ‘‘Report of the Definitions Committee,’’ Journal of 
farketing, Vol. XIII, No. 2 (October, 1948), p. 210; E.S. Fullbrook, ‘‘The Functional Concept 
in Marketing,’’ Journal of Marketing, Vol. IV, No. 3 (January, 1940), pp. 229-37; and 
idmund D. McGarry, ‘‘Some Functions of Marketing Reconsidered,’’ in Reavis Cox and 
Vroe Alderson (eds.), Theory in Marketing (Chicago: Richard D. Irwin, Inc., 1950), pp. 263-79. 


2For a general discussion of this subject plus numerous illustrations, see Stanley C. 
lollander, ‘‘Who Does the Work of Retailing?’’ Journal of Marketing, Vol. XXVII, No. 3 
July, 1964), pp. 18-22. 
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entirely on consignment; some store merchandise in depth while others 
carry minimal stocks and operate through arrangements with drop-shippers, 
and some maintain large staffs of buyers while others rely largely on the 
assortments recommended by suppliers. Variations to such arrangements are 
numerous. 


Wholesalers and manufacturers have the same options of performing, 
contracting out, sharing or shifting each marketing function, and an equally. 
large number of ways of implementing each choice. For example, full- 
service wholesalers perform virtually every marketing function while 
brokers, as a rule, focus on one or two. Similarly, for some manufacturers 
marketing involves little more than the acceptance of orders while for 
others it means budgets of millions of dollars and considerable involvement 
in wholesaling and retailing operations. Thus, individual firms can choose 
many service mixes. 


Similarly, every organization has some freedom to change its service 
mix. Indeed, the reshaping of a company’s service mix (like the reshaping 
of its product line) is essential if the firm is to survive in a changing 
environment. 


Sometimes a realignment of marketing functions occurs among entire 
groups of companies. Shifts of that scope are usually in response to rather 
basic changes in technology, patterns of living, and consumer preferences, 
For example, the automobile led to the transfer of some of the transportatior 
function from the food retailer to the consumer; the emergence of more 
sophisticated patterns of living and motivation contributed to the transfer 0; 
some of the marketing information function from the manufacturer o 
cigarettes to the marketing research house; and the shift in the allocatior 
of consumer spending fromfood and apparel to durables hastened the transfe 
of some of the selling functions from the appliance dealer to the appliance 
manufacturer. So just as changing circumstances can lead to a recompositiot 
of the service mix within an organization, changing conditions can lead to : 
reallocation of marketing activities within a marketing channel. 


However, the shifting of functions is not confined to particula 
companies or marketing channels. Changing times can lead to a reshufflin; 
of marketing functions among even larger groupings of marketing institution 
in a country’s distribution system. Distribution is not accomplished by | 
sort of ‘‘bucket brigade’? composed of a limited number of institutiona 
types, each of which is bound to a fixed and standardized set of marketin) 
activities. That being so, changes in the environment, if they are pervasiv: 
and protracted, will produce a ‘‘functional shuffle’? of a larger kind—on 
which alters the manner in which marketing activities are parcelled ou 
among retailers, wholesalers, manufacturers, and facilitating agencie 
taken as a whole. 


16 


THE FUNCTIONAL SHUFFLE 


Shifts of that scope are significant on several counts. First, they 
‘represent major modifications in the way in which the marketing task is 
accomplished in Canada. In that respect they constitute important trends in 
themselves. Shifts in responsibility for the performance of marketing 
functions are significant in another way. To explain the changing competi- 
tive positions of various kinds of marketing institutions as reported in the 
census (department stores and chain Stores, for example), one must usually 
consider changes in the marketing activities performed by those institutions. 
In that respect, the functional shuffle is intimately related to the data which 
appear in the next seven chapters. 


Ideally, one would trace the functional shuffle in quantitative terms. 
Unfortunately, the requisite data do not exist—and it is doubtful that they 
ever will.* Nevertheless, it can be demonstrated that a functional shuffle 
does operate in distribution systems, and it can be shown, in a tentative 

way, how it has reshaped Canadian marketing. This chapter examines that 
“process. 


BUYING 


| Buying involves decisions as to the kinds of products to be handled 


‘and the breadth, depth, and quality of assortments to be offered. For 
retailers and wholesalers in particular, few decisions are more fundamental 
or more critical. For example, a retailer’s policy as to the products he will 
handle (and the clientele he will attempt to serve) goes far toward de- 
termining what his policies must be concerning store location, decor, 
personnel, advertising, delivery, credit, return privileges, and so on. Thus, 
buying decisions are closely associated with the retailer’s basic posture 
and with his prospects of success. The buying function is crucial to the 
wholesale merchant as well: his very existence depends on his ability to 
select those products best suited tothe retail stores and industrial accounts 
which he serves. 


| In both cases, then, buying involves determinations of basic business 
strategy which have important effects on the firm’s prospects of survival 
and growth. “If we are to continue our success... it is necessary for us to 


: .. lead in offering customers lines of merchandise incorporating items and 


3Conceptually, one would quantify the net effects of the functional shuffle by measuring 
Changes in the total ‘‘value added’’ by the performance of each function by each group 
ii citers, wholesalers, manufacturers, primary producers, and other institutions), ‘‘value 


ladded’’ being the difference between the cost of materials, supplies, fuel, electric energy, and 
contract work bought by each group and the selling value of its shipments. For a discussion 
of the statistical difficulties involved, see Value added by Distribution (Washington, D.C.: 
The Chamber of Commerce of the United States, 1956), pp. 27-28. 
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features not found in the merchandise of our competitors.’ It is not sur-_ | 
prising that retailers and wholesalers like to regard themselves as | 
‘purchasing agents’’ for their customers. 


The buying function is also significant from a narrower, tactical 
point of view. Markdowns and out of stock conditions mean lost revenue, 
and unwanted stocks mean idle capital. For this reason, inventory control 
is the constant concern of every profit-minded merchant. 


Fven this brief discussion on the strategic and tactical effects of 
buying decisions should demonstrate the central importance of the buying 
function in the marketing process. ‘It is sometimes erroneously assumed — 
that it is of a passive character — merely the opposite of selling. Quite to 
the contrary, buying does not take care of itself, but is indeed an active 


function.’’® 


At the same time, the buying function, perhaps more than any other, 
has become increasingly difficult to perform effectively. In simpler days, 
the retailer bought from a relatively limited range of supplies for a relatively | 
undemanding clientele whose requirements he understood intimately and at 
first hand. And when he did buy unsuitable merchandise, the effects were 
less damaging because fewer alternative outlets were available to the 
dissatisfied shopper. Such errors were certainly viewed with less concern 
by merchants if one can judge by their willingness to hold inventories for 
what would now be regarded as very extended periods of time. The un- 
exacting nature of the buying function was also reflected in the advertise- 
ments of the day, which tended to take the form of simple announcements 
concerning the arrival and availability of the merchant’s most recent 
purchases. 


Because buying was a relatively undemanding affair for the retailer, 
st tended to be the same for the wholesaler as well. It is true that in his 
buying the wholesaler had to deal with more products and with more sources 
of supply than did the retailer. On the other hand, he occupied a position of 
some power. Until late in the nineteenth century, the wholesale merchant in 
Canada was a substantial and well-connected businessman who provided an 
indispensable link between a group of relatively small and isolated retailers 
on the one hand and a group of relatively small and isolated manufacturers 
on the other. Under these conditions, neither his customers nor his suppliers 
were in a position to challenge the wholesaler’s buying practices by dealing 
with one another. ‘‘... The wholesaler told the manufacturer what to make. 


4 
From a report sent to all buyers from the head of one retailer’s testing and developmen 


department; anonymous on request. Undated, but probably written in 1957. | 


STheodore N. Beckman and William R. Davidson, Marketing (7th ed.; New York: The 
Ronald Press Company, 1962), p. 391. | 
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The wholesaler told the merchant what to sell. He was the king pin of 
996 


commerce, 


Time and events have altered those comfortable circumstances in a 
revolutionary way. The number of buying decisions which the retailer must 
make has multiplied with the proliferation of products which now vie for 
shelf space. The danger that he will make an unwise choice grows with the 
increasing emphasis on novelty, variety, and fashion. A Canadian retailer 
describes the consequences: 


Ten years ago, women’s sports clothes were regarded as quite basic... and 
a large part of the sales volume was transacted on very few styles. We did a 
substantial sweater business with 30 styles—in cashmere, lambswool, 
botany, shetland and nylon. On the average, each style would be stocked in 
6 colours and 4 sizes —so, in total, there would be 720 different stock-keeping 
units from which our assortment would be made. Today, we must carry 
approximately 175 styles—for a total of 4,200 stock-keeping units... (six 
times as many). 

The necessity of carrying much wider assortments of merchandise has greatly 
complicated the job of ‘‘retailing.’’” 


Moreover, the penalties which follow inept buying become more costly as 
shoppers become physically more mobile and psychologically less committed 
to particular stores. A retailer describes the extreme case: 


‘Action items’’ happen. Somebody buys a few dozen glass suspenders or 
some shortie pajamas as part of the routine general assortment and the 
customers quite unexpectedly tear the place apart to get them. The purpose 
of action-item merchandising is to keep them tearing — first by procuring alot 
more of the faddish goods in a hurry and then by pulling all the stops on their 
promotion. Fashions in women’s lower priced dresses are a good example. 
Real success occurs when you can turn an action item into a key item before 
it dies of high blood pressure.® 


The effects of the changes at the consumer and retail levels have 


been transmitted to the wholesale level as well. Faced with sharp com- 


petition from chain store organizations which conduct most of their own 
wholesaling, the smaller retailer looks to his wholesale suppliers to match 
the chains’ performance in buying. The wholesaler’s buying skill is further 
challenged by the continuing tendency toward ‘‘scrambled merchandising’’ 
at the retail level, since wholesalers are called upon to provide these 


eg OR Burton, A Sense of Urgency (Toronto: Clarke, Irwin & Co. Ltd., 1952), p. 42. 
This book provides a vivid description of merchandising in Canada around the beginning of 
the twentieth century. 


TALY. Eaton, Director and General Manager of Marketing, The T. Eaton Co. Limited, 
“*Challenges in Retailing’’ (address to the Board of Trade Club, Toronto, January 10, 1966). 


S««Duckett of Allied Stores,’’ Fortune, Vol. XXXV, No. 3 (March, 1947), p. 162. For 
another report of ‘‘the appalling difficulty’’ of coping with the proliferation of new products, 
see Donald S. McGiverin, Director and General Manager, Western Division, The T. Eaton Co. 
Limited, ‘‘Today’s Change and Challenge in Merchandising and Retail Distribution’’ (address 
to the Ninth Annual Business Conference, University of Western Ontario, July, 1964). 
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scrambled assortments. To do so means buying unfamiliar products from ~ 


unaccustomed sources of supply. The accelerated pace at which manu- 
facturers introduce ‘‘new”’ products raises additional buying problems for 
the wholesaler. Demand for such products is difficult for the wholesaler to 


estimate. Furthermore, unless the new product increases the wholesaler’s | 


total sales, the effect of adding it is merely to rearrange manufacturers’ 


market shares, leaving the wholesaler with an increased investment in — 


inventory and a dilution of selling effort over an expanded product line. To 
refuse, however, to participate in the distribution of new products is to 
encourage manufacturers to employ competing channels of distribution, 
including direct selling. Wholesale buyers for chain store organizations are 


in the same unenviable position when considering new products, except that © 


the prospective supplier, instead of using the threat of alternative channels 
as leverage, is more likely to carry his promotion directly to the consumer 
in an effort to ‘‘pull’’ his product onto the store shelf. 


Faced with these opposirig pressures, the wholesaler naturally 
approaches the buying of new products with some ambivalence. But the 
issue cannot be evaded: wholesalers consulted in connection with this 
study report that they are asked to buy from 30 to 100 new items every 
week. How demanding the buying function has become under today’s condi- 
tions is revealed when wholesalers discuss their mutual problems at trade 
conventions: 


It was the conclusion of most of the delegates that the [Canadian] electrical © 


distributor should be and could be more selective in his product scope. 


Just how selective, and in exactly what way, was another matter.... 


It was...recognized that beyond a point, product specialization could i 


mean inability to meet the customer’s legitimate requirements, a denial of 
the distributor’s responsibility, and ultimately a loss of desirable profitable 
business. 


Nevertheless the prevailing view was that the danger lies in the other 
direction, that in practice most distributors are not discriminating enough in 
their product scope. 


... This point of view was supported by a number of arguments: that 
everyone must draw the line somewhere even with the good customer, that 
most distributors have not had enough courage to instruct salesmen to Say no 
when it was required, and that the alternative was to become “‘retailers’’ of 
shoes and ships and sealing wax, if not cabbages and kings.?° 


Against this background, one can trace several long run shifts in 


responsibility for the performance of the buying function. Because the 


9 Fal 

‘“‘Scrambled merchandising’’ refers to the tendency of limited-line retail outlets to 
broaden their offerings by taking on additional product classes. It is evident among “food 
stores, ‘‘drug’’ stores, and ‘‘gasoline’’ stations, for example. 


10 hy 
M.S. Moyer, ‘‘Product Policies for Profit Improvement,’’ Proceedings of the Annual 
Conference of the Canadian Electrical Distributors Association, Niagara Falls, Ontario, 
April, 1963. 
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determination of what products to handle is so critical to firms at every 
level of the distributive system, the buying function is a focus in the 
struggle for market power within marketing channels. And because product 
‘decisions have become increasingly difficult to make, control of the buying 
function appears to be moving toward the larger contestants who are in a 
position to formulate buying policies for smaller channel members. 

: The evidence to this effect is not measurable, but it is substantial. 
‘During this century, about one fifth of Canada’s retail trade has moved from 
the “‘small’’ retailer to the department store, its mail-order house, and the 
chain store.’ For many potential suppliers, particularly smaller manu- 
facturers, most retail organizations of this kind represent a complete 
distribution setup within the framework of one corporation. They therefore 
attract wide contacts with potential suppliers and, equally important, they 
develop a comprehensive knowledge of buying conditions. This market 
power and market knowledge are usually manifested in specialized buyers 
whose budgets and acumen are substantial. From their advantageous 
bargaining position, mass retailers are able to stipulate in some degree the 
Specifications of those products which they are prepared to buy. One result 
is often a private brand which is at least partially exclusive to the retailer; 
another is that the manufacturer relinquishes some authority over his own 
product policy. The important point, however, is that Canada’s mass 
retailers, who have become more prominent during this century, have been 
able to engage more actively and more creatively in the buying function 
than has the independent merchant. This can be interpreted as a shift in 
the buying function away from the smaller retailer and manufacturer and 
towards the large retailer. 


| 


| At the manufacturing level too, the buying function has become a 
matter of contention. The danger that the manufacturer will commit himself 
to the production of unwanted goods is increased by the move from produc- 
tion according to consumer specifications to production in anticipation of 
a demand. Also, the losses involved in introducing a product to an 
unresponsive market are compounded by the tendency towards automatic 
production of standardized products in larger and larger quantities. Such 
miscalculations are not only costly but common; many products which are 
technical triumphs become commercial tragedies, despite the fact that 
Canadian manufacturers can sometimes rely on the experience of parent 
companies in the United States. It is not surprising that, in manufacturing 
firms, ‘“‘executives are almost universally agreed that the problems met in 


| 
| 


visi Pt 1961, department stores, their mail order houses, and chain stores accounted for 
Beput 30 per cent of Canada’s retail trade. In 1900, chain stores were virtually non-existent 
in Canada and it is unlikely that department stores and mail order offices accounted for 
more than 10 per cent of the country’s retail trade. 
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product development programs ...are among the most difficult and complex — 
problems faced by management.’’*” 


One tactic for reducing the odds against market failure is to influence 
or participate in the buying decisions of wholesalers, retailers, and users. 
Perhaps the most vivid example is found in the marketing of industrial 
goods, where it is common for the manufacturer to work closely with 
architects, contractors and users in shaping the specifications for the 
product before bids are invited from competing suppliers. This usually means 
that the manufacturer must manage to share in the purchaser’s deliberations 
during the early stages of the buying process: ‘‘We try to work for the best 
possible relationship with the customer’s engineering department so they’ll 
let our engineers in on design problems as early as possible...we have 
engineers walking around all the time just trying to see what’s on those 
drawing boards.’’** As one industrial marketer puts it, ‘‘a job that you read 
about first in the papers is a job that you’ve lost.’’* The counterpart in 
the consumer market, of course, is that promotion which in various ways , 
urges the householder to “‘accept no substitute’’ for a specified manu- 
facturer’s brand. 


Most manufacturers attempt to participate effectively in the buying 
decisions of middlemen as well, and here the particular devices are more 
varied. They include the submission of analyses which demonstrate the 
profitableness to the middleman of stocking the product, the provision of 
recommended stock plans as guides in the placing of orders, the use of 
missionary salesmen to assist the middleman in counting and replenishing 
his inventories, the establishment of franchise arrangements which preclude 
the dealer or distributor from carrying the lines of competing manufacturers 
and, of course, the promotion of the product ‘over the heads’’ of middlemen. 
In a considerable number of ways, then, the manufacturer can reduce the 
hazards involved in product planning by reaching forward to assume some_ 
responsibility for the performance of the buying function at other levels of | 
the distributive system. Significantly, what has been said of retailers holds 
for manufacturers as well, namely that this tactic is available to the large 
firm rather than the small one, and that efforts of the kind described above: 
have become more extensive in recent decades. 


These developments represent a serious threat to the independent 
wholesaler. In a general way, the growing participation of the mass retailer 
and the dominant manufacturer in the buying function tends to undermine the 


1 : 
2 John A. Howard, Marketing Management: Analysis and Decision (Homewood, IIl.: 
Richard D. Irwin, Inc., 1957), p. 236. 


13¢¢THe Million-Dollar Sale,’’ Fortune, Vol. XLVI, No. 2 (August, 1952), p. 110. 
14;;,; 
Ibid. 
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economic justification for independent middlemen operating in intermediate 


markets; specifically, it erodes the wholesaler’s own discretion in pur- 


chasing. In extreme cases, the wholesaler is left with no rational choice 
but to carry a well-established brand even though the margin involved is not 
sufficient to cover the costs of doing so. In response, the wholesaler may 
promote his own private brands or he may offer retailers a more or less 
complete merchandising service prepared by specialized buyers and in- 
corporating buying guides which are similar in nature to the aids offered by 
the manufacturer. In both cases, the result is that wholesalers share more 
fully in the purchasing decisions of industrial buyers and small retailers. 
The extent to which this is feasible is limited, however, by the relatively 
large number of items which are carried by most independent wholesalers, 
and by the size of their clientele. The wholesaler-sponsored voluntary chain 
can be regarded as a device to prevent the wholesaler’s loss of participa- 
tion in the retailer’s buying activity. 


Altogether, the buying function has particular significance in the 
functional shuffle. ‘‘Much of the managerial struggle for control of the 
channel becomes evident in the various roles of responsibility in buying 
either assigned to or assumed by the various middlemen.. .inthe channel.’’*® 
As the struggle proceeds, it appears that responsibility for performance of 
the buying function is passing out of the hands of the small retailer and 
perhaps the wholesaler and into the hands of the large retailer and the 
large manufacturer. 


SELLING 


For present purposes, selling should be understood to include all 
means of ‘‘assisting and/or persuading a prospective customer to buy a 
commodity ora service or to act favourably uponan idea that has commercial 
Significance to the seller.’’*° The selling function may therefore take a 
number of forms: personal selling, advertising, and a variety of other 
inducements, including displays, demonstrations, samples, prizes, appro- 
priate selling facilities, and ancillary services. 


At one time, price negotiation was also a major aspect of selling, 
especially among retailers, but this practice had been almost completely 
eliminated at the retail level by the early decades of this century. As long 
as retail trade was transacted by barter, individual price negotiation was 
inescapable. But with the use of currency on the one hand and standardized 


Wpavid A. Revzan, Wholesaling in Marketing Organization (New York: John Wiley & 
Sons, Inc., 1961), p. 278. 


16««Report of the Definitions Committee,’’ Journal of Marketing, Vol. XII, No. 2 
(October, 1948), p. 215. 


23 


TRENDS IN CANADIAN MARKETING 


products on the other, it became possible for the merchant to establish 
uniform prices for his merchandise in advance of sales. The growth of 
sizable retailing establishments had the same effect, for ‘‘if the entrepreneur 
himself does not sell, he has to have one price; he cannot trust clerks to 
bargain successfully.’’’” In 1869, Timothy Eaton introduced a one-price 
policy, and as the practice was imitated the retail salesman ceased to be an 
important negotiator of prices for most convenience goods. 


Price-setting has been partly shifted to the wholesaling and manu- 
facturing levels. It is true that some mass retailers maintain major authority 
for price determination through centralized buying organizations and 
specification buying programs."® Similarly, retail ‘‘discounters’’ in one form 
or another have always challenged and eroded the price structures suggested 
by wholesalers and manufacturers. Nevertheless, there does appear to be a 
tendency for the smaller retailer in particular to delegate some of the task 
of price-setting to others. An increasing proportion of retail trade flows 
through retail outlets which are franchised by or affiliated with their major 
suppliers, whether they be wholesalers or manufacturers. Under most of 
these arrangements, the supplier offers ‘“Suggested’’ retail prices. In some 
cases, goods are price-marked before shipment to the retailer. These prices 
are not legally binding, but there can be no question that they are de- 
terminative.?? It seems safe to conclude that price-making does not occupy 
the retailer as it did. 


The most dramatic shifts in the selling function have centred on 
personal selling and advertising. To trace these changes and to identify 
their underlying causes, it is necessary to look beyond the distribution 
field itself. 


As the household has become less labour-intensive and more capital- 
intensive, Canada’s distributive system has been called upon to handle an 
increasing proportion of household durables — ‘“‘hard lines,’’ automobiles, 
and appliances. At the time of their introduction, most of these items of 


household capital equipment represented substantial innovations. To most | 


consumers, they were not simply unfamiliar and untried; they were expensive, 
pretentious, and unreliable. It followed that their successful introduction 
required a substantial effort in basic consumer education. 


17C, Wright Mills, quoted in H. Pasdermadjian, The Department Store: Its Origins, 
Evolution and Economics (London: Newman Books, 1954), p. 22. 


18see William T. Kelley, ‘‘Specification Buying by the Large Scale Retailer,’’ Journal 
of Marketing, Vol. XVIII, No. 3 (January, 1954), pp. 255-65; and Edward M. Barnet, ‘‘Show- 
down in the Marketplace,’’ Harvard Business Review, Vol. XXXIV, No. 4 (July - August, 
1956), pp. 92-94. 


1975 Canada, resale price maintenance is illegal under a 1951 amendment to the 
Combines Act. 
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The technology of these products also posed problems. Product 


innovations are more readily adopted if their use does not necessitate a 


substantial “‘reorganization of the environment.’’ Most of these innovations 
did require alterations in the environment, not only in the form of electri- 


fication and improved roads, but also in the shape of retail servicing 


facilities and fueling sites. 


Thus, the new durables required ‘‘missionaries’’ — marketing agencies 
which could be counted on to give single-minded effort to the stimulation of 
primary demand for new kinds of products which required unprecedented 
amounts of technical service. That kind of selling effort could not be 
achieved through existing outlets such as the general store and the soft- 
lines specialty store. Therefore, the task fell to new types of specialized 


retailing institutions such as the automobile dealer and the appliance 


dealer. 


During the introductory period for durables, a major part of the total 
selling and servicing task was consigned to these specialized retailers. 
Since strong brand preferences had not yet developed, it was necessary for 
the manufacturer to rely on the retailer for considerable assistance in 
selling the new product line. The consumer looked to the retailer for 


demonstration and relied on him for parts and repair service. In considera- 


tion of the large part of the total marketing job which he was called on to 


perform for the manufacturer and consumer, the retailer was generally 


granted a wide margin and a territorial franchise. In this case, shifts in the 
balance of purchases at the consumer level were sufficiently great to bring 
about major adjustments in form as well as function at the retail level. 


Today, automobile dealers, service stations, and appliance dealers 
account for almost a quarter of Canada’s retail trade. They engage in 
personal selling and technical service which, in amount and proportion, 
were unmatched by their predecessors, the blacksmith shop, the garage, the 
farm implement dealer, the general store, and the soft-lines outlet. On this 
evidence, one might reasonably conclude that the provision of technical 
Service is a far larger part of the retailer’s task today than three or four 


_ decades ago. 


But as this new balance of functions was being established, other 
forces were coming into play which tended to divest the retailer of parts of 
the selling function. First, the market changed. With time and trial, one 
kind of household durable after another began to win general acceptance. 
The class market was won; the mass market beckoned. Thus, basic consumer 
education was displaced by vigorous brand promotion. This change in 
emphasis produced a reallocation of responsibility for the selling activity 
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among the retailer, the manufacturer, and the consumer. Some personal | 


selling at the retail level gave way to impersonal selling sponsored by the 
manufacturer. Through manufacturer-sponsored advertising, consumers 
acquainted themselves with the claims made for alternative makes and 
thereby participated more fully in the selling process. 


Then too, the product changed. Household durables became more 
elaborate and more complex. Style changes appeared more frequently. As a 
result, the individual retailer became increasingly incapable of supporting 
the trained personnel and mushrooming parts inventories necessary to 
service the clamorous parade of new models, so the manufacturer assumed a 
larger part of that task as well. 


Evidence of this shift of the selling function from the retail level 
to the manufacturer level is the increasing proportion of consumer durables 
which now move through non-specialized and limited-service retail outlets 
such as the variety store and the discount department store. A large chain 
store buyer makes the point: ‘‘Electrical appliances are accepted. They 
have become over-the-counter merchandise. The time is ripe for us to enter 
the field.’’° 

The discussion above applies primarily to the sale of durables. Other 
factors have operated to reallocate the selling function for durables and 
nondurables alike. One is the nature of the newer sales media. Retailers’ 
markets are generally local. By contrast, magazines, radio, and television 
lend themselves to the transmission of a uniform message to a regional or 
national audience. They are therefore more appropriate in promoting the 
manufacturer’s national brands than the retailer’s local assortments. Thus, 
in the marketing of both durables and nondurables, the technology of 
modern communications media has tended to favour the transfer of some of 
the selling function from the retailer to the manufacturer and his agents. 


Finally, changes in the character of the selling message have shuffled 
responsibility for the selling function. As products become more compli- 
cated, so does the product story. And as consumers become more affluent, 
their buying motives shift from the fulfillment of basic physiological needs 
to the gratification of subtler psychological needs. For both reasons, the 
seller finds it increasingly difficult to present his selling message in an 
understandable, compelling way. This situation applies with particular force 
to the retail salesperson, who is generally responsible for selling a variety 


of products and who is often a part-time worker. Some observers go so far 


as to suggest that salesclerks impede sales.** The manufacturer, however, 


20 ; ‘ 
Quoted in Perry Bliss, ‘‘Preretailing and Consumer Buying Patterns Over Time,”’ 
Journal of Marketing, Vol. XXI, No. 1 (July, 1956), p. 84. 


21 3 
See, for example, E.B. Weiss, ‘‘Salespeople Can’t Be Trained and Shouldn’t Be,”’ 
Fortune, Vol. XLVI, No. 1 (November, 1952), pp. 131ff. 
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has full knowledge of his products, and the advertising agency and the 
marketing research firm have special skills in divining underlying buying 
motives and in articulating the product story in terms of these motives. In 
summary, the imperatives of conveying selling messages in an effective way 
under modern conditions have conspired to move part of the selling function 
from the retailer to the manufacturer and to facilitating agencies. 


The manifestation of this transfer of responsibility is, of course, the 
rise of self-service and self-selection. Self-service rests Squarely on the 
““presold’’ brand—and among food products, tobacco products, beverages, 
minor apparel, and small hard lines, more and more items are presold 
brands. With self-service, the retail salesman relinquishes some or all of 
his activities to the advertisement, the commercial, and the package: 


Formerly, a manufacturer had little control over the salesmen who represented 
his product in retail stores. They were jolly or grumpy, inept or skillful, 
pleasant or not, courteous or not —depending on the weather or the season or 
the state of their nerves. 


The salesman in the package presents no such problem. He is yours to 
create and centrol,?? 

In some cases the retailer has shed personal selling so completely 
that much of what he now offers his supplier’s product is exposure. In the 
marketing of food, for example, a product is unlikely to be accepted by the 
chain store buying committee unless it can be demonstrated that the manu- 
facturer is prepared to generate substantial consumer demand for it. Thus, 
behind the ubiquity of the shopping cart, the central checkout desk, the 
presold manufacturer’s brand, and the manufacturer’s service centre lies a 
more fundamental change: a reshuffling of marketing functions in which part 
of the retailer’s responsibility for personal selling and servicing activities 
is transferred to the advertising agency, the marketing research house, the 
packaging industry, the communications industry, the manufacturer of 
consumers’ goods, and the consumer himself. This trend involves a suffi- 
cient delegation of the retailer’s basic tasks to have been called ‘“‘pre- 
retailing.’’ 


Preretailing raises important problems of position and power for the 
individual retailer: 


This preretailing by the manufacturer has the effect of transforming his 
product into a sort of ‘‘patronage-indifferent good.’’ To the extent that 
consumers are presold on a prepackaged, prepriced, preguaranteed product, 
they may be indifferent as to what type of retail outlet they receive it from. 
In such cases, what remains at the consumer level are only the services 
common to practically all retail outlets. 2% 


22Ernest Dichter, ‘‘The Man in the Package,’’ in Stuart Henderson Britt and Harper W. 
Boyd, Jr. (eds.), Marketing Management and Executive Action (New York: McGraw-Hill Book 
Company, Inc., 1963), p. 311. 


Bliss, op. cit., pp. 83-84. 
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In short, if preretailing by the manufacturer tends to create the patronage- 
indifferent good, then it also tends to create the patronage-indifferent 
store. Needless to say, such an outlet is open to intense rivalry from other 
retailers—rivalry which is sharpened by the probability that it is likely to 
centre on price. Preretailing also weakens the position of the retailer in 
negotiating with his suppliers, for the balance of economic power enters 
into these negotiations, and a patronage-indifferent store is one without 
power. In dealing with both shoppers and suppliers, then, ‘fone of the most 
deadly things in retailing is to be just another store’’** — and preretailing 
has just that effect. 


To counteract this threat, retailers have required new devices to 
differentiate their outlets from those of competitors. The most obvious 
response is to stress private labels. Increasing reliance on this tactic is 
evident in foods and in soft lines.** Private brands are useful devices for 
differentiating a store from its competitors, but only within very real limits. 
Right or wrong, it is widely accepted in the trade that private brands 
cannot command a premium price relative to national brands; hence, most 
private labels are ‘‘built to a price point.’’ But, ‘‘when your aim is to get a 
price, you can’t go changing the product much.’ In soft lines, then, 
private brands are usually ‘“khnockoffs’’ of established national brands, and 
in foods they are usually carbon copies. So ‘‘by and large...the private 
branders cannot be credited with bringing product innovation and progress 
in merchandise. With relatively few exceptions they have been imitators.’’?” 
Clearly, private brands have not compensated for the homogenizing effects 
of preretailing.* 


Another device has been to emphasize store services. Concerning the 
return privilege, for example, Barger points out that in the United States 
(Canadian data are lacking), “‘there is statistical evidence of a steady rise 


24william M. Batten, President, J.C. Penney Co., quoted in Charles E. Silberman, 
‘‘Department Stores Are Waking Up,’’ Fortune, Vol. LXVI, No. 1 (July, 1962), p. 145. 


25For a number of examples, see Paul Gibson, ‘‘Private-label Selling Getting Big New 
Push,’’ The Financial Post, August 14, 1965; ‘‘Retailers Like Own Brands: Sales Rise, 
Display Easier,’’ The Financial Post, September 11, 1965; ‘‘The Maclaren Report,’’ Food in 
Canada, Vol. XX, No. 9 (September, 1960), pp. 22-30; and ‘‘The Maclaren Survey,’’ Food in 
Canada, Vol. XX, No..10 (October, 1960), pp. 38-41. 


26 , F : : " 
Buyer of men’s work shoes in a major United States department store chain, in an 
interview on September 3, 1958; anonymous on request. 


27This is not to say that imitators do not serve a useful purpose. As the writer adds, 
‘They provide a check against manufacturers retaining permanently the benefits of success~ 
ful pioneering in merchandise.’’ Neil H. Borden, The Economic Effects of Advertising 
(Chicago: Richard D. Irwin, Inc., 1944), pp. 605-606. 


2% For a discussion of a study which concluded that ‘‘the availability of...private-label 
merchandise apparently is not a significant factor in attracting the patronage of customers”’ 
in the grocery field, see Russell S. Tate, ‘‘The Supermarket Battle for Store Loyalty,’’ 
Journal of Marketing, Vol. XXV, No. 6 (October, 1961), pp. 8-13. 
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in the percentage ratio of returns to net sales,’’ and concludes that ‘‘... 


however old the practice may be, the striking growth in returns as a per- 


centage of sales shows that the privilege either is more widely offered, or 
with fewer restrictions, or else is more keenly appreciated than formerly. We 
must therefore recognize a sizable increase in service at this point.’’?° 
Naturally enough, the renewed emphasis on the provision of store services 
is most evident among department stores, although the tendency for many 
other kinds of outlets to “‘trade up’’ in services has been widely remarked. 
This response is not appropriate to all retailers, however: 


In the initial retailing of...products, the consumer typically demands... in 
the retail-service component of a purchase not only the service of display 
but also demonstration and knowledge of the product along with assurance 
and confidence in its performance.... Typically, only established, old-line 
retail outlets and full service dealers can supply these elements of service. 


[But ]. --as time elapses,...limited-service and self-service outlets 
can successfully handle these products. Such outlets obviously need not be 
‘‘prestige’’ or confidence-inspiring, full service institutions. *° 


In another response to preretailing, merchants are adding new dimen- 
Sions to the selling function. A major new selling tool is the retail facility 
itself. In the past, it was the activities within the store which sold mer- 
chandise; what housed those activities was almost an afterthought. Stores 
were generally cramped, dingy, dirty, and unheated (except in the pro- 
prietor’s office). Fixtures were inconvenient and displays unattractive. In 
grocery stores the prevailing odour was ‘‘a mixture of dried fish and 
kerosene oil.’’** All in all, shopping was hardly euphoric. In contrast, there 
iS a growing recognition today that just as the package can sell, so can 
the outlet, and that it warrants careful planning and management. This 
interest extends to every facet of the store as an engine of sales: its 
location, site, architecture, layout, fixturing, decor, lighting, and tempera- 
ture, along with its relation to supply points, traffic routes, and complemen- 
tary retailing outlets. In all these ways the retail facility is becoming an 
important new agent in the performance of the selling function at the retail 
level. *? 


While preretailing has given impetus to this trend by spurring the 


tetailer’s efforts to differentiate his outlet from others, the ‘‘engineering’’ 


of store facilities has other sources as well. The development of versatile 


Harold Barger, Distribution’s Place in the American Economy Since 1869 (Princeton: 
Princeton University Press, 1955), p. 33. 


Bliss, op. cit., pp. 84-85. 


31Reminiscences of one H.E. Lincoln, Wholesale Grocer News (September, 1928), p. 5, 
quoted in Barger, op. cit., p. 30. 


32For examples, see ‘‘Store Designers Help Ring the Cash Registers,’’ Business Week, 
No. 1974 (July 1, 1967), pp. 42-48. 
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new building materials, improved lighting, escalators, and air conditioning 
has opened new opportunities for attractive and productive store design. 
Still other factors — the tendencies of customers to move more frequently, to 
shop by automobile, and to coalesce around cities with their very complicated 
spatial relationships and municipal ordinances — have spurred an engineer- 
ing approachto the location of stores. Finally, with the growth of ‘‘families”’ 
of retail outlets, such as voluntary chains, franchise chains, and shopping 
centres, more retailers have access to the specialized skills required to 
design stores that sell. 


Altogether, the scientific engineering of store facilities, including 
their sites, has become an important new dimension of retail competition, 
and this component of the selling function is absorbing more of the retailer’s 
attention. ‘‘Retailing is in the process of changing from the selling of 
products to the marketing of stores.’’*? 


To sum up, the displacement of personal selling in the store by 
impersonal selling in the mass media has spurred the retailer’s search for 
differential advantage via other selling instruments — store brands, store 
services, and the store itself. 


Among wholesalers, the same forces are at work: 


...No single agency is more affected by the growth of advertising than the 
wholesaler. How is advertising influencing wholesaling? 


First of all, wholesalers are feeling the influence of advertising on 
consumers. Consumers have become brand conscious. Wholesalers find it 
difficult to find a market for unbranded or unknown merchandise brands, and 
that is especially true of goods marketing sic | through self-service.” 


With wholesalers, as with retailers, the same results seem to hold — 
the delegation of part of the selling function to the manufacturer and his 
agents and the substitution of other kinds of selling activities: 


Two examples from industry illustrate the changes which competition has 
effected in the nature of wholesaler selling in recent years. In the electrical 
appliance industry such changes became noticeable during the mid-1950’s. An 
oversupply resulted from too rapid expansion of the capacity of the industry 
and it hastened a breakdown in price maintenance agreements. Chaotic prices 
competition broke forth at all levels of distribution. In major urban areas 
especially, independent distributors could not engage in profitable operation — 
because ofthe intense pressure on margins. Manufacturers, in these instances, 
relied upon factory-owned distributors or upon sales branches who were 
operating at break-even or below in order to gain a market. 


32D: Muncaster, President, Canadian Tire Corporation Limited, “The Marketing 
Function is Retail Merchandising’’ (address to the 14th Annual Management Seminar of the 
Toronto Chapter of the American Marketing Association, January 11, 1964). 


3 

“Herman C. Nolen, ‘*The Modern Wholesaler and His Adjustment to a Changing 
Economy,’’ in W. David Robbins (ed.), Successful Marketing At Home and Abroad (Chicago: 
American Marketing Association, 1958), p. 410. 
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Second, the case from the grocery industry given previously indicates 
the kinds of changes which competition has wrought in wholesaler selling 
practices in the distribution of consumer nondurables: The wholesaler’s 
response to price competition from the integrated chain organizations was to 
shift demand creation functions back to the manufacturer, and to shift for- 
ward to the retailer the routine order-taking tasks. This same pattem of 
functional shifting can be found in a varying degree in the drug and hardware 
industries. *5 
The quotation above applies to the United States, but Canadian 

businessmen familiar with the marketing of electrical appliances, groceries, 
drugs, and hardware indicate that this reallocation of responsibility for the 


selling function has been occurring in Canada as well. 


At the same time, there is a tendency among wholesalers who serve 
retail outlets to define their selling function in more imaginative terms by 
viewing their retail clientele as ‘‘partners’’ rather than as customers and by 
extending to them a broader range of marketing services. The following 
example underlines how far this concept of selling can be taken: 


I have known of instances where retailers have opened a new Store and the 
opening was handled completely by the wholesaler. He selected merchandise 
for the store; he put it on the shelves, he priced it; he prepared the advertise- 
ments; he made arrangements with local newspapers, radio, and TV stations; 
he trained the help; he provided all the gimmicks for the gala store opening; 
and then he tumed over to the retailer a thriving retail business.*° 


In short, in seeking ways to strengthen the independent retailer’s 
position and thereby his own, the wholesaler is becoming a ‘‘healer and 
teacher’’ to his clients. In doing so, he is ledto adopt a more sophisticated 
set of selling activities than simply supplying salable merchandise. 


Selling, like buying, is obviously a key marketing function. On it 
has centred much of the struggle for market control among retailers, whole- 
salers, and manufacturers. In recent decades at least, the net effect seems 
to have been to shift some authority over the selling function from retailers 


and wholesalers to manufacturers andto facilitating agencies acting on their 
behalf. 


TRANSPORTATION 


The ability to affect prompt delivery is an influential selling feature 
for retailers, wholesalers, and manufacturers alike, especially for those 
dealing in standardized products which are bought frequently and in small 
quantities. On the other hand, the ability to make shipments with dispatch 


Seg 


35Martin R. Warshaw, Effective Selling Through Wholesalers (Ann Arbor: Bureau of 
Business Research, School of Business Administration, The University of Michigan, 1961), 
pp. 54-55. 


36Nolen, op. cit., p. 414. 
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does not necessarily rest on the seller’s capacity to perform the transporta- 
tion function himself; indeed, delivery is often achieved more promptly if 
the task is consigned to others. Nor does the delegation of the job neces- 
sarily mean that important areas of decision-making have been ceded to 
outsiders — as in the case of buying, for example. 


Retailers once hauled some of their purchases on their return from 
market trips. Many chain and department store organizations continue to 
operate their own transportation equipment to move goods from warehouses 
to individual stores, but most inbound transportation at the retailing level 
has been delegated to public carriers. As to outbound transportation, the 
popularity of cash-and-carry food stores demonstrates that some retailers 
have been able to shift part of the function to consumers, although retail 
trade includes a growing proportion of ‘‘hard’’ goods which are sometimes 
delivered by retailers. On balance, ‘‘such functions as transportation... 
may assume permanently lower relative proportions of the total costs of 
retailing.’’*’ 

The tendency toward more highly specialized wholesaling institutions 
mentioned in the previous chapter has led to the appearance, alongside the 
regular wholesale distributor, of various kinds of wholesale firms which 
perform only a few of the marketing functions, leaving the transportation of 
goods in which they deal to outside agencies.** This represents a delegation 
of the transportation function. The prompt delivery service available from 
the regular ‘“‘full-function’’ wholesaler is an important patronage motive 
among retailers and industrial buyers, but this prompt service is due more 
to the fact that the wholesaler maintains large stocks in accessible 
locations than to the fact that he performs the transportation function him- 
self. Moreover, even full-function wholesalers are led to seek ways of 
delegating the transportation activity (or at least of performing it more 
efficiently) by the pressure of ‘‘the small-order problem.’’ ‘“‘One of the 
problems which has plagued all distributors is that of the small order which 
is composed of such small individual items that the cost to fill and deliver 
it exceeds the gross profit on it.’’*? One method of dealing with the diffi- 
culty is to encourage the use of wholesale cash-and-carry departments by 
small retailers who must operate from very small inventories and who are 
willing to pick up their purchases. Another is to enforce minimum size 
requirements on orders for delivery —a practice which is being more widely 


37Theodore N. Beckman, Harold H. Maynard, and William R. Davidson, Principles of 
Marketing (6th ed.; New York: The Ronald Press Company, 1957), p. 131. 


38The list includes drop-shippers or desk-jobbers, export and import merchants, mail- 
order wholesalers, operators of grain elevators, auction companies, brokers, commission 
merchants, export and import agents, manufacturers’ agents, purchasing agents, resident 
buyers, and selling agents. 


Herman C. Nolen, ‘‘Importance of Handling Costs in Wholesale Industries,’’ Journal of 
Marketing, Vol. XIV, No. 2 (September, 1949), p. 214. 
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followed as wholesalers become increasingly cost conscious and better 
equipped through electronic data processing systems to carry out the some- 
what complex calculations necessary to reveal the relative costs of filling 
orders of varying sizes. 


Like retailers and wholesalers, most manufacturers have been in- 
clined to delegate the performance of the transportation function to special- 
ized facilitating agencies. In recent years, however, some manufacturers 
have demonstrated a new interest in serving as coordinators of all of the 
transportation activities that move their products to market — hence, a new 
concern for the design and management of fully integrated marketing 
logistics systems, a new realization of the value of trade-offs between such 
things as speed of delivery and size of inventory, and the evolution of the 
traditional traffic manager into a more senior distribution manager. These 
trends may foreshadow a general effort by manufacturers to participate more 
fully in the transportation function.*° 


In summary, despite the new interest in business logistics, retailers, 
wholesalers, and manufacturers up to the present time have not generally 
thought it was necessary that they perform the transportation activity 
themselves. Consequently, they have consigned some of the transportation 
function to facilitating agencies and to consumers. 


STO RAGE 


‘‘Not only does the consumer want what he wants but he also wants it 
when he wants it, which is usually now.’’*? The same holds for business 
buyers at all levels of the distributive system. Yet sellers cannot foretell 
the precise pattern of demand, nor can they obtain instantaneous supply 
once the demand for an item has become explicit. Were it not for these two 
difficulties, retailers and wholesalers could operate almost entirely on a 
hand-to-mouth basis, carrying virtually no inventory and engaging in almost 
no storage. Therefore, inventories serve two purposes: they are a hedge 
against uncertainty and they are a reservoir against time lags in procure- 
ment.*? The cost of carrying them is a ‘‘cost of immediacy.’’** 


For a general treatment of this subject, see J.L. Haskett, Robert M. Ivie, and 
Nicholas A. Glaskowsky, Jr., Business Logistics: Management of Physical Supply and 
Distribution (New York: The Ronald Press Company, 1964). For examples of how this 
interest in business logistics is being put into practice, see ‘“‘New Strategies to Move 
Goods,’’ a special report reprinted from Business Week, No. 1934 (September 24, 1966). 


“lPaul W. Stewart and J. Frederick Dewhurst, Does Distribution Cost Too Much? (New 
York: The Twentieth Century Fund, 1939), p. 340. 


42In the face of extreme uncertainty, even the storage of finished inventory may be an 
insufficient hedge. Then the seller may have no alternative but to carry a minimum basic 
inventory which has been processed only up to some ‘‘safe’’ point, and to carry out the final 
stages of processing as orders are received. This selling-to-order is common among retailers 
of building materials, paint, meals, and some apparel lines, and among manufacturers of 
fashion apparel and specialized industrial equipment. 


3Stewart and Dewhurst, op. cit., p. 340. 
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It has been noted that retailers and wholesalers have attempted to 
control the buying and selling functions by performing them themselves. 
With storage as with transportation, the reverse has been the case: middle- 
men have been more inclined to delegate it than to do it. The incentive to 
‘Yet George do it’’ is straightforward: all marketing organizations attempt 
to maximize the productiveness of their capital and space by operating with 
the smallest possible inventories. 


‘‘George’’ may be the consumer or the manufacturing supplier: 


Firms which are near to the end of a channel commonly attempt to shift the 
storage function backward (e.g., from retailer to wholesalers or from. whole- 
saler to manufacturer) by practices such as small-quantity buying or selling 
from samples. On the other hand, the storage function is often shifted for- 
ward in the channel when sellers provide their customers with special 
inducements which compensate for the costs of owning or holding larger 
inventories. Illustrative are quantity discounts, prepayment. of transportation 
on large shipments, terms of sale which make possible delayed payments, and 
selling goods on consignment.“ 


Effective packaging is another instrument in the effort to move the 
storage function forward in the channel: 


Where the move has been to increase package size, packagers are trying to 
encourage the consumer to maintain inventories...far in excess of the 
consumer’s normal needs... between shopping trips. In effect, the packagers 
are trying to move a greater share of their channel’s total storage function 
closer to the point of use—from retailer to consumer in this particular 
illustration. Where the move has been to lessen package size,... packagers 
are trying to move storage location further forward; to get facial tissues into 
purses as well as on the vanity;... to get half a dozen varieties of cereal in 
the home rather than in the store.... 


...In part, at_least, the change [from cylindrical to space-saving 
rectangular packages | has been precipitated by increased recognition of the 
marketing channel’s limited capacity to store items under refrigeration and its 
eagemess to husband its shelf space. 


...Conversion from opaque to transparent packaging...has meant 
moving part of the storage function forward in the channel from concealed 
storage or low-traffic locations to prominent, high traffic locations. 


...In summary, the choice of a product’s package, no less than the 
total selling effort brought to bear on the product... will emphasize that 
function which pushes the bulk of product storage one step further along the 
marketing channel and one step closer to the ultimate consumer. 


Shedding the storage function is accomplished at some cost, however, 
and the cost can outweigh the savings. For example, the retailer who - 
carries small inventories of staple items may, upon analysis, find that the 
lower expenses of carrying the inventory are more than offset by the higher 
costs of acquiring it frequently and in small quantities. Wholesalers in 


44Reckman and Davidson, op. cit., p. 492. It is apparent that the increased use of 
refrigerators and freezers by consumers has also tended to shift the storage function from the 
store to the home. 


4SWilliam R. Mason, ‘‘A Theory of Packaging in the Marketing Mix,’’ Business Horizons, 
Vol. I, No. 3 (Summer, 1958), pp. 94-95. 
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particular may endanger their competitive position by abdicating responsi- 
bility for the storage function: 


-«-It is generally recognized that the wholesaler can probably store goods 
with greater economy than either the manufacturer or the retailer. 


..«- When the wholesaler strives to speed the flow of goods through his 
warehouses beyond certain limits, he fails to discharge one of his most 
important functions.... He should not, therefore, try to shift this function 
back to the manufacturer, unless he wants to... endanger his position. Once 
a manufacturer provides the necessary storage facilities at points of demand, 
he may be led to undertake direct selling to the retailer....*° 


Despite the central place of the wholesale distributor in storing 
goods, the manufacturer who shunts too much of the storage function to the 
wholesale level can also defeat his ultimate purpose. For example, when 
manufacturers ‘‘load’’ distributors with inventory they do so with two aims: 
to push the storage function forward to the wholesaler and to intensify the 
pressure on the wholesaler to turn the excess inventory into cash by push- 
ing the manufacturer’s line. In the short run, a policy of loading may work — 
especially if the manufacturer’s franchise is of considerable value to the 
distributor and if the distributor’s fixed costs are great. In the long run, 
however, the practice may boomerang: 


As wholesale resellers rely increasingly on price reductions to unload stock, 
their effective margin diminishes; and with the margin goes the wherewithal 
to engage in sales promotion of a non-price nature. When, eventually, the 
price appeal of a line is all that remains, the wholesaler becomes a broker 
rather than an extension of the manufacturer selling force.*’ 


At that point, the manufacturer has merely exchanged the storage function 
for the selling function. 


On the whole, attempts to shed the storage function completely can be 
hazardous to any firm—retailer, wholesaler, or manufacturer — which hopes 
to maintain a strong position in a marketing channel. Nevertheless, it is an 
attractive tactic; and, as will be shown, there is some evidence that 
retailers and wholesalers have been more successful inimplementing it than 
have manufacturers. 


As noted above, inventories serve two purposes: they are a hedge 
against uncertainty and they are a reservoir against time lags in procure- 
ment. It follows that whatever alleviates the seller’s uncertainty over 
future demand or reduces the time lag involved in procurement will tend to 
reduce the necessity for storage at all levels of distribution. The first is a 
problem of predicting demand; the second is a problem of reacting to it. 


“6Theodore N. Beckman, Nathanael H. Engle, and Robert D. Buzzell, Wholesaling 
(3rd ed.; New York: The Ronald Press Company, 1959), pp. 146-47. 


4“7Warshaw, op. cit., p. 103. 
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There is a possibility that businessmen have improved their ability to 
predict the size and composition of their sales. It could be argued, for 
example, that market intelligence and forecasting techniques are far more 
advanced today than a few decades ago; certainly they are far more elabor- 
ate. On the other hand, markets have become much less predictable. Con- 
sequently, one cannot attribute important savings in the storage function to 
greater facility in anticipating demand.*° 


The major gains have been made in reacting to demand, that is, in 
telescoping the time span which separates demand and supply. Some of the 
contributing causes are quite evident; one need not enumerate those im- 
provements intransportation and communication which have made it possible 
to transmit orders and merchandise almost instantaneously between supplier 
and buyer. Many other developments not directly related to transportation 
and communication have also contributed to the paring of response times 
within marketing channels. These include more comprehensive inventory 
control procedures, more perceptive reporting systems, more highly central- 
ized buying organizations, prepackaging, prepricing, and standing arrange- 
ments between manufacturers and resellers for automatic distribution of 
heavily promoted items. Finally, the clustering of population and trade in 
cities has improved the logistics of supply: 

... The city has tended to economize the cost of marketing.... The most 

costly aspect of distribution is its last stages, when goods and services 


must be broken into very small units for each of a multitude of individual 
consumers.... 


The interposition of distributive agencies operating in cities makes 
possible the handling of goods...in large lots until they have come close to 
the consumer. Thus it makes very short indeed the span of both space and 
time that must be covered by goods in small units.*° 


In a great many ways, then, total response times between buyer and 
seller have been compressed and the velocity of inventories through market- 
ing channels has been increased. As one observer has put it, modern 
methods of distribution are producing a ‘‘short-order economy.’’°° 


In such an economy, the need for storage within marketing channels 
diminishes. Then middlemen can operate more safely (or less dangerously) 
on a hand-to-mouth basis. This fact is illustrated in Table 2.1. In 1930, 
inventories in Canada moved through the retail level about 4.3 times per 


48 rn, . ' : ; ‘ 
This conclusion is borne out by the testimony of businessmen themselves; see 


‘(Progress in Inventory Management,’’ The Conference Board Record, Vol. I, No. 3 (March, 
1964), pp. 18-19. 


*“9Reavis Cox, ‘‘Impact of Changes in the Size and Structure of Cities,’’ in Stanley C. 
Hollander (ed.), Explorations in Retailing (East Lansing, Mich.: Bureau of Business and 
Economic Research, Michigan State University, 1959), p. 16. 


5°Carl Rieser, ‘‘The Short-Order Economy,’’ Fortune, Vol. LXVI, No. 2 (August, 1962), 
pp. 9Off. 
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year; by 1961, they turned over 5.8 times per year. The economies in 


storage have been proportionate. In 1930, inventories held at retail were 


equivalent to about 85 days of sales; by 1961, Canadian retailers were able 
to operate with an average of only 63 days’ inventory actually on hand. 


Table 2.1 — Average Number of Stock Turns Per Year and Average Number 
of Days’ Sales Held in Inventory by Retailers and by General Wholesale 
Distributors, Canada, 1930, 1941, 1951 and 19612 


Average number of 
days’ sales held 
in ae 


1951} 1961 | 1930| 1941 | 1951, 


4.3 4.7 263 5.8, |. O95: 1 1 cc4np OGcd | 20267 
58 6.9 


“Includes voluntary chain wholesalers. 


SOURCE: See Appendix 2.A. 


Average number of 
stock turns per year 


Year 


MP TOROLIOCTS 6.0 vcs 9 68.0908 


By general wholesale 
Gistributora es. fs. es 


General wholesale distributors seem also to have been able to 
streamline their storage activities, though to a more modest degree (Table 


2d) 


Although similar data are not available for manufacturers, it is 
improbable that they have enjoyed corresponding benefits. In the first 
place, the manufacturer has a larger stake than the middleman in avoiding a 
‘*stockout’’ on his product. In a showdown, he must assume the storage 
function if the middleman will not. ‘“The middlemen within the channel are 
not usually willing to assume the out-of-season storage function, as it 
means an investment in inventory with no immediate return. Consequently, 
this activity is forced onto the manufacturer.’’* 


To that traditional situation, a new element has been added. As 
middlemen acquire electronic data processing systems, they become more 
informed about the profit performance of alternative items and better able 
to identify ‘‘unnecessary’’ inventory. A Canadian distributor in the grocery 


5lThomas A. Staudt and Donald A. Taylor, A Managerial Introduction to Marketing 
(Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1965), p. 313. A noteworthy experiment in 
assuming more of the storage function on behalf of dealers was recently undertaken by the 
Canadian General Electric Company Limited in London, Ontario. ‘‘The mechanics of the 
plan were that the London dealer would sell the goods and phone the order to the London 
branch [ of C.G.E. | which would teletype the Toronto distribution office. The goods were then 
transported to London and delivered from there. This was basically a two-day delivery 
scheme.’’ D.E. Tinker, Some Aspects of the Distribution of Television Sets in Canada 
(unpublished master’s thesis, School of Business, Universitv of Toronto, 1965), p. 27. 
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field (where EDP is becoming increasingly useful) traces the effect on the 
manufacturer: 


... The point is that a detailed analysis, brand by brand, of the performance 
of every product in relation to the space occupied and its contribution to 
profit, is fast becoming available. In other words, regardless of what a 
grocery salesman will attempt to do, if X brand detergent sells 8 cases per 
week, it should receive enough facings on the shelf to accommodate that 
movement. Look out if your brand Y only sells % case weekly. 


allena S)ekele 6) Scere ehel.6 e:ele One! ole Ole) Oe, 6°6).670 e 0 Ofer 0) 61610 1010/6) Ole OFOTe OVO 1s ets, Sh eke Reels. Oe) ei eee nemo 


...It must be a very frustrating experience to try and sell a larger order than 
the computer indicates is necessary or to either add a listing or forestall the 
delisting of an item that data processing has already categorized as un- 
necessary.” 


Frustrating or not, as the middleman’s attitude towards the carrying 
of questionable items shifts from reluctance to intransigence, the manu- 
facturer comes under increasing pressure to serve not only as a supplier but 
as a stock-keeper: 


Many respondents report that inventory management is complicated by the 
tendency of customers to carry less and less inventory. ‘‘Our customers have 
come to depend on us in large measure to provide the inventories they 
previously carried themselves,’’ says the president of a metals company.... 


A related problem is the increasing use of ‘‘make and hold’’ orders that 
commit the company to manufacture, but then hold goods until delivery is 
later requested by the customer.... 


Although as a rule, respondents would prefer not to be burdened with 
the increased costs of carrying customers’ inventories, many willingly accept 
this practice in preference to the alternatives they might adopt.** 


In summary then, as firms at each level of Canada’s distribution 
system have attempted to divest themselves of the storage function, 
responsibility for it has shifted from middlemen to manufacturers. 


STANDARDIZATION AND GRADING 


Standardizing means specifying the qualities or characteristics that 
products must have if they are to be of designated grades. Grading refers to 
the sorting and classifying of the units of a product according to these 
specifications. Examples are familiar to every buyer of farm produce. 


Standardization and grading are obviously part of the total process 
which begins with conglomerations and ends with assortments. Without » 
these activities, distribution could hardly take place. 


At one time, much of the task of standardization and grading took 
place at the retail level. It was noted in the previous chapter that during 


52««The Changing Role of the Grocery Salesman,’’ a speech by Mr. V.T. Barber, Vice- 
President, Merchandising, The Oshawa Wholesale Limited, to the Canadian Grocery Distri- 
butors Institute, in Toronto, April 27, 1966. 


53<*Progress in Inventory Management,’’ The Conference Board Record, Vol. I, No. 3 
(March, 1964), p. 18. 
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the nineteenth century many Canadian merchants could not engage in 


- retailing without becoming engaged in the assembly of local farm products. 


This in turn necessitated a means of assessing the value of goods received 
from local producers and customers. Therefore, as long as the retailer was 
also an assembler he was inescapably involved in standardization and 
grading. 


The retailer was, in addition, a processor of sorts, and this activity 
also made necessary a certain amount of standardization and grading. Goods 
for sale were often received in bulk or in unbroken lots to be sorted, 
measured, and packaged. It was not until recent years that the cracker- 
barrel disappeared from the rural store—a tangible reminder that until well 
into this century a considerable amount of processing, standardizing, and 
grading took place after goods reached the salesfloor. 


The independent wholesaler engaged in similar activities. The goods 
handled by drug wholesalers, for example, “‘consisted chiefly of crude 
botanical drugs, medicines, chemicals, essential oils, fixed oils, toiletries, 
and soap all bought in bulk packages which were subdivided by the whole- 
saler, repackaged, and sold in smaller amounts...’’** 


In the past, then, much of the job of standardizing and grading the 
goods which flowed through Canada’s distribution system was undertaken by 
those who operated at the later stages of the system. 


Some retailers continue to be influential in specifying the qualities 
or characteristics that products must have. Major buyers of apparel often 
ask suppliers to provide them with special combinations of fabrics, styles, 
findings, colours, and construction. Department store organizations, 
especially those which publish mail-order catalogues, have worked towards 
the standardization of garment sizes. Grocery chains insist that packages 
be designed to facilitate efficient handling and display in their warehouses 
and stores.°> Those few retailing organizations which have throughgoing 
programs of specification buying sometimes work closely with suppliers in 
the development of product specifications, and often devote considerable 
effort to policing those specifications.*° 


54%.L. Newcomb, ‘‘The Wholesale Drug Business,’’ Journal of Marketing, Vol. XIV, 
No. 2 (September, 1949), p. 319. 


SSF or examples of ‘‘the needs and wants of the supermarket operator,’’ see ‘‘Key Your 
Product to the Supermarket,’’ Marketing, Vol. LXXI, No. 12 (March 25, 1966), p. 8(b); and 
Jack Genser, ‘‘A Retailer Looks at Packaging,’’ Packaging Progress, Vol. I, No. 4 (April, 
1959), pp. 48-52. 


5©See, for example, M. S. Moyer, Specification Buying As a Marketing Strategy of Large 
Scale Retailing Enterprise, doctoral thesis, Columbia University (Ann Arbor, Mich.: Univer 
sity Microfilms, 1960), Chapter III. 
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In other ways, however, the responsibility for standardization and 
grading has shifted. Three long-term developments have had the effect of 
reapportioning the task. First, fabrication and processing have been largely 
divorced from retailing and wholesaling, so that some standardization and 
grading has been taken over by specialized manufacturers. While chains and 
department stores continue to fabricate and process some items, retailers 
generally have relinquished these activities. ‘‘Cracker-barrel retailing’ has 
virtually disappeared from the salesfloor if not from the retailing level. The 
same tendency is evident among many wholesalers: 


As the years went by, the separation between...drug retailing, drug whole- 
saling and drug manufacturing became distinct. 

... Today, products handled by the drug trade consist almost entirely of 
packaged medicines and toiletry articles, surgical and other health supplies, 
all ready for consumer use. A limited amount of bulk packaged raw drugs are 
sold by the wholesalers to industrial users. °” 


Second, the assembly and distribution of agricultural commodities 
have become specialized; these tasks are now conducted through a long and 
complex network of primary, secondary, and local markets. As the cross- 
road store has ceased to be an important assembly station in the marketing 
of farm products, standardization and grading have been transferred to a 
variety of specialized buyers — agents, brokers, assembling wholesalers, 
auction companies, co-operative marketing organizations, food processors, 
and chain store organizations. 


Finally, some responsibility for standardization and grading has moved 
out of the distribution system entirely as it is usually defined. Because the 
use of uniform product standards is an important agent of efficiency in 
distribution, because consumer groups have pressed for informative labelling, 
and because standards have little value unless they are adopted widely, 
governments have played an increasingly active part in setting and en- 
forcing product standards. This is particularly the case among the products 
of farm, range, forest, and mine where, due to uncontrollable natural condi- 
tions, outputs are of widely varying quality. The grading and marking of 
fruits, vegetables, dairy products, livestock, livestock products, edible 
oils, precious metals, drugs, fertilizers, and various processed food 
products are all subject to federal and provincial regulations.** 


In summary, it appears that a considerable part of the standardizing | 
and grading functions has been transferred from smaller retailers and 


57Newcomb, op. cit. For confirmation that this statement also holds for Canada, see 
W. E. Eaton, ‘450 Years of Pharmaceutical Packaging,’’ Drug Merchandising, Vol. XLV, No. 4 
(April, 1964), pp. 53ff. 


S8See A.C. Thompson, ‘‘Regulations Affecting Marketing,’’ in Edward J: Fox and 


David S.R. Leighton (eds.), Marketing in Canada (Homewood, III.: Richard D. Irwin, Inc., 
1958), pp. 267-78. 
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general wholesale merchants to retail chain organizations, specialized 
wholesalers, food processors, and governments. The effect has been to shift 
responsibility for these functions either to earlier stages of the distribution 
system or out of the system. 


MARKET FINANCING 


Market financing refers to the provision and management of money and 
credit necessary to move goods through channels of trade. 


In the absence of specialized credit-granting institutions, especially 
prior to the twentieth century, the function of financing commercial trans- 
actions fell largely to retail and wholesale merchants. ‘‘Traditionally the 
wholesaler financed the retailer and the retailer financed the consumer,’’®® 
especially in isolated rural localities. In rural areas, ‘‘cash transactions 
were the exception rather than the rule....’’°° Similarly, ‘‘the hard goods 
of the late nineteenth century — pianos and organs, sewing machines, stoves, 
furniture, carriages and wagons, and farm implements—were all sold 
extensively on credit, and indeed in rural areas could never have been sold 
otherwise.’’** Thus, the granting of credit by middlemen is a practice of 
very long standing. 


In 1930, roughly one third of the sales of Canadian retailers was on 
credit. The fragmentary data which are available indicate that the proportion 
has not increased in recent decades.°” (It may be that the shift in grocery 
purchases from independents that grant credit to chains that do not has 
been more or less offset by the purchase of durables which usually involves 
credit.) Data on credit sales by wholesalers are not available. 


Nevertheless, there can be little doubt that ultimate responsibility for 
the financing of marketing activities has shifted in large measure to the 
chartered banks, small loan companies, personal finance companies, and 
instalment sales finance companies. 


While manufacturers, wholesalers, and retailers may all receive 
advances from the chartered banks to finance the making and marketing of 
manufactured articles, it is in the marketing of natural products that the 
| banks make their most significant direct contribution. The successful 
| marketing of natural products calls for abnormally large amounts of money 
to meet expenses at particular times of the year. The sums required 


‘Barger, ODL Cites Duco. 
Burton, Ops Cite ip. 103 
®1Barger, Opi tCits, De 34s 
62 Appendix Pe3 Bie 
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frequently exceed the capital immediately available to the producers, 
processors, and middlemen involved. Canadian chartered banks fill this 
need under Section 88 of the Bank Act which allows them to make advances 
against the security of natural products and to continue this security on the 
same document as these goods move through marketing channels in the 
forms of raw materials and finished products. In the case of lumber, for 
example, 


Loans are made to lumbermen on the promise to give security over the logs, 
pulpwood, and lumber coming from the standing timber they are about to cut. 
The money goes towards camp supplies, sundry equipment, wages and haul- 
ing costs. Repayment is made as the logs, pulpwood and lumber are sold. 
These same logs could become security for loans to sawmills which purchase 
the logs as they continue their journey to a final market. Such loans would 
be repayable as the inventory is sold or contracts are completed. Further 
bank loans enable wholesale lumber yards to purchase the output of the saw- 
mills, and the original timber, now lumber, is still the security, along with 
the other collateral the bank may deem necessary. Still further loans enable 
retail yards to purchase inventory, but here Section 88 security is not 
permissible and the usual security is a general assignment of book debts, 
lodgment of fire insurance policies, and perhaps the guarantees of principals — 
if an incorporated company — supported by personal securities or life insur- 
ance. A bank loan to someone contemplating repairs, modifications or 
additions to his house completes the cycle from standing timber to shelving 
in someone’s home.°* 


Under the ‘‘pledge’’ section of the Act and by means of other arrange- 
ments, similar advances are made to finance the marketing of grain, fish, 
tobacco, livestock, fruits, vegetables, minerals, and petroleum products.” 


The distribution of consumer durables also raises the need for special 
financing arrangements. In general, it is not practical for manufacturers, 
dealers, or customers to own the goods involved; they must be financed by 
other agencies.®* Until quite recently, the chartered banks have not engaged 
in the direct financing of the sale of durable goods. The job has fallen to 
small loan companies and personal finance companies which lend directly 
to the consumer, and to instalment sales finance companies which make 
advances to business buyers who incur substantial debts in the course of 


purchasing inventories for resale. In the case of automobiles, for example, 


the instalment sales finance company finances the retail dealer’s inventory 
by paying cash to the manufacturer and retaining title to the automobile 
while it is in the dealer’s hands. When it is sold, the sales finance company 


63See A.B. Jamieson, Chartered Banking in Canada (Toronto: The Ryerson Press, 1953), 
pp. 129-30, 163-64, and 222-80, : 


64See J.H. Mackey, ‘‘Instalment Sales Finance Companies,’’ in Fox and Leighton, 
op. cit., pp. 235-40. 


For a closely reasoned development of this point, see Sales Finance Companies in 
Canada, a study prepared by Canadian Economic Research Associates for the Federated 
Council of Sales Finance Companies of Canada (Toronto: The Ryerson Press, 1958), Chapter 


1; and J. V. Poapst and W. R. Waters, ‘Individual Investment: Canadian Experience,’’ The 


Journal of Finance, Vol. XVIII, No. 4 (December, 1963), pp. 647-55. 


42 


MARKET FINANCING 


then finances the same inventory in the consumer’s hands by buying the 
conditional retail sales contract from the dealer. This procedure is also 
followed in the case of domestic appliances and commercial machinery and 
equipment. The required funds are borrowed by the sales finance company 
in the capital and money markets. ‘‘The sales finance companies are there- 
fore a financial intermediary situated between the capital and money 
markest on the one side and the goods market on the other.... [They are] 
‘an outgrowth of the selling of goods rather than of money lending.’ 
They have assumed a function which used to be, and in some limited range 
of cases still is, performed by manufacturers and dealers themselves.’’™ 


Thus, the effective marketing of natural products, consumer durables, 
and commercial capital equipment has led inevitably to a transfer of much of 
the responsibility for the market finance function from manufacturers and 
middlemen to specialized financial institutions—that is, to middlemen in 
the money market. 


MARKET RISKS 


The marketing process involves risks of various kinds. The physical 
facilities employed in distribution are subject to destruction or deterioration 
due to fire, flood, vandalism, theft, or other causes. Similarly, goods them- 
selves may be damaged or destroyed before they reach the end user. In 
addition to physical risks, the marketer is exposed to economic risks. These 
include the danger that the services of key employees will be lost, that 
goods will not be sold at the prices anticipated, and that buyers will 
default on their payment. Each of these risks involves a cost; consequently, 
part of the total cost of marketing is a charge for performance of the risk- 
bearing function. 


The costs associated with marketing risks can be lessened in two 
ways: the risks can be reduced or they can be shifted to others who are 
better equipped to deal with them.°’ 


Many ways have been devised for reducing the risks associated with 
marketing. Virtually all merchandise moving through distribution channels is 
better protected through packaging, refrigeration, fireproofing, temperature 
regulation, and pest control. It may be of equal importance that merchandise 


sales Finance Companies in Canada (Toronto: The Ryerson Press, 1958), p. 48. 


8’This section deals primarily with reallocations of marketing risks among various 
kinds of business institutions and between business institutions and governments. Frank H. 
| Knight shows that the shift of producing activities from the household to specialized business 
' institutions is itself a means of dealing with the risks and uncertainties inherent in economic 
life; see Risk, Uncertainty, and Profit (Boston: Houghton Mifflin Company, 1921), Chapter 8. 
Knight also drew a distinction between risk and uncertainty, but the difference need not be 
introduced here. 
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is moving more rapidly through marketing channels. In the section on 
storage, it was shown that wholesalers and especially retailers have been 
able to reduce the amount of inventory they must carry in order to generate 
a given volume of sales. In other words, middlemen in general are holding 
finished goods for shorter periods of time. Since merchandise tends to 
deteriorate both physically and economically with the passage of time, the 
compression of storage times has served to reduce the risk that inventories 
will depreciate while they are in the middleman’s hands. Another practice 
which has helped to control risk is marketing research. **Since market 
risks arise from changes in the conditions of demand and supply, an im- 
portant means of reducing them is to obtain accurate information about the 
market.’’°® Uncertainty and risk are especially great when products and 
promotional campaigns are new, untried, and expensive to launch— hence, 
the widening use of test marketing and the increasing tendency to pretest 
advertising.©? Product diversification by manufacturers and scrambled 
merchandising by retailers—both evident trends — are undertaken, in part, 
to avoid the risk that goes with having “‘all your eggs in one basket.’’’° The 
growth in the size of the ‘‘average’’ store in Canada and the coalescing of 
stores into retailing ‘families’? such as voluntary chains also have the 
effect of reducing risk by spreading it. 
In the large organization, even the risks associated with the selection of 
leadership are reduced. Organization replaces individual authority; no 
individual is powerful enough to do much damage. Were it otherwise, the stock 
market would pay close attention to retirements, deaths, and replacements in 
the ranks of the large corporations. In fact, it ignores such details in tacit 
recognition that the organization is independent of any individual.”? 
Risk can also be controlled through collaboration among member firms in a 
manufacturer-dealer network. When manufacturers (and in some cases whole- 
salers) extend to their dealers such aids as model stock plans, guarantees 
against price declines, generous return privileges on unsalable goods, 
territorial franchises, promotional support, and parts and service facilities, 
risk is both reduced and reallocated among channel members. As well, risk 


8 Rayburn D. Tousley, Eugene Clark, and Fred E. Clark, Principles of Marketing 
(New York: The MacMillan Company, 1962), p. 473. 


69For a summary discussion of these very large topics, see Joseph N. Fry, ‘‘Market 
Testing in Canada,’’ Business Quarterly, Vol. XXVII, No. 5 (Spring, 1962), pp. 53-56; and 
Darrel Blaine Lucas and Stuart Henderson Britt, Advertising Psychology and Research 
(New York: McGraw-Hill Book Co., Inc., 1950), pp. 404-561. 


For examples of some of the more dramatic efforts of Canadian manufacturers and 
retailers to move into more diversified product fields, see P. T. Durrant, ‘‘Why Firms Diversify, 
New Ways to Profits,’’ The Financial Post, April 1, 1961; W. L. Dack, ‘*Almost Everybody 
(Even Can Makers) Into Plastics Now,’’ The Financial Post, June 22, 1963; and John Schreiner, 
“(Our Women Still Like to Sew, But Singer Keeps Diversifying,’’ The Financial Post, October 
20, 1962. 


7) ohn Kenneth Galbraith, The Affluent Society (Boston: Houghton Mifflin Company, 
1958), pw 1205 
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can be reduced through collective action by competing companies. Agree- 
ments to follow similar practices with respect to employment, credit terms, 
hours of business, delivery services, and prices all represent efforts to 
achieve ‘‘orderly’’ marketing in the face of uncertain competitive conditions. 


Even after all reasonable precautions have been taken to reduce risks 
through good management, many companies find that they still confront 
major hazards which they are unwilling or unable to assume. In such cases, 
it is logical to attempt to shift the risk-bearing function to agencies which 
specialize in that function. The most familiar examples of such agencies 
are, of course, insurance companies. “‘It is no exaggeration to say that 
without insurance an industrial economy could not function at all.’’7? 
Finance companies, as well, have absorbed an increasing proportion of the 
risk involved in the issuance of credit (consumer and commercial) through 
the purchases of accounts receivables on the books of companies.’* Govern- 
ments have also accepted a major role in the amelioration of risk through 
fiscal and monetary policies, tariffs on imports, price supports, subsidies, 


agricultural marketing boards, prohibition of loss-leader selling, and the 


regulation of store hours. 


Another agency which has assumed an important degree of responsi- 


bility for the regulation of risk is the organized commodity exchange, such 
as The Winnipeg Grain Exchange.”* (Canadian commodity exchanges provide 
futures markets for flax, rapeseed, barley, rye, and oats, but not wheat, and 


Suggestions have been made that Canada should have forward contracting 


systems for feed cattle, corn, eggs, and poultry.’*) By providing both a spot 
and a futures market, a commodity exchange makes it possible for buyers 
and sellers of those commodities to engage in hedging.’® By hedging, those 


Grain Exchange, see Marketing Western Canada’s Grain (Winnipeg: The Winnipeg Grain 


72Deter F. Drucker, The New Society (New York: Harper & Brothers, 1950), p. 57. 


™3See, for example, David Crain, ‘‘Credico Has Go-National Plans (But Under Foreign 
Control?),’’ The Financial Post, July 1, 1967. 


“For a succinct treatment of the history, organization, and operation of The Winnipeg 


Exchange, 1964). 


| 
iJ 


See John Soganich, ‘‘Canadian Futures Trading Lacks WiderU.S. Commodities Choice,’’ 
|The Financial Post, October 23, 1965; John Schreiner, ‘‘Does Canada Need Commodities 


'Exchange?’’ The Financial Post, October 9, 1965; and Ralph Hedlin, ‘‘How ‘Produce’ Would 


Again Be Meaningful,’’ The Financial Post, October 9, 1965. 


ae ‘“*thedge’’ is a sale of commodity futures against an equivalent amount of the com- 


_modity purchased elsewhere, or a purchase of commodity futures against an equivalent amount 


of the commodity sold elsewhere. Hedging is ‘‘the process of entering simultaneously into 
\two positions of opposite, though corresponding nature: one in the spot or cash market and 


the other in the futures market’’; P. D. Converse, H. W. Huegy, and R. V. Mitchell, The 
Elements of Marketing (6th ed.; Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1958), p. 579. 
For a detailed description of this process, see Tousley, Clark, and Clark, op, cit., pp. 482-93 
and John Soganich, op. cit. 
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who market farm products protect themselves from unfavourable swings in 
price. For example, ‘‘the hedger who buys grain futures does so to insure 
against a rise in the price of grain for which he has made a contract of 
sale, while the hedger who sells grain futures does so to insure against a 
decline in the price of grain he has purchased.’’”” But hedging not only 
reduces risk, it reallocates responsibility for the risk-bearing function; that 
is, it shifts the risk of major price changes from producers and middlemen 
who deal in goods to speculators who deal in futures. 


With the passage of time, part of the risk-bearing function, like the 
financing function to which it is closely related, has been assumed by 
institutions operating outside of marketing channels as they are customarily 
defined. 


MARKETING INFORMATION 


One of the most striking developments in business is the growing | 
emphasis on the management of information. Increases in the scale, com-. 
plexity, and pace of business affairs have made it impossible for the top: 
management of many companies to make well-informed decisions without the 
aid of carefully designed and often elaborate information systems. Such has 
been the concern for collecting, analysing, interpreting, and disseminating 
information on business operations that ‘‘research’’ has become one of the 
most widely used and misused words in the jargon of commerce. 


Much if not most of this effort has been directed towards improving 
the businessman’s knowledge of markets and of marketing operations. As 
recently as the 1920’s there was virtually no formal commercial research on 
marketing in Canada.”* Today, by any standard—the number of specialists 
in the field, the attention paid to it in business courses of all kinds, and 
the funds spent — marketing intelligence in its various forms has a signifi- 
cant place in the conduct of Canadian business. 


Many factors have awakened interest in the development of better 
information on which to base marketing decisions. The tendency for markets. 
to become more volatile has spurred various efforts to develop a more 
penetrating understanding of buying behaviour. Advances in psychology, 
sociology, and anthropology have intensified these efforts in three ways: by 
demonstrating that buying motives are much more complicated than was 
once supposed, by offering new explanations of consumer behaviour, and by) 


™ Marketing Western Canada’s Grain, op. cit., p. 49. 


For a description of the beginnings of formal commercial research on marketing 
problems in Canada, see George A. Edwards, ‘‘Market Research in Canada,’’ in Fox and 
Leighton, op. cit., pp. 214-25; and W. Harold Poole, ‘‘Marketing Research in Canada,’’ 
The Journal of Commerce (University of Toronto), Vol. XIII, 1948, pp. 21-26. 
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providing research techniques which can be adapted to particular market 
investigations.”’ There is growing awareness, too, that a business organiza- 
tion generates a great deal of internal information which can be utilized in 
solving marketing problems. The development of computers and electronic 
data processing equipment capable of handling very large amounts of 
numerical information with great speed has made it feasible to apply 
mathematical models and advanced quantitative techniques to the analysis 
of marketing situations.*® Finally, the quantity and quality of information 
available to businessmen concerned with distribution has increased 
markedly, so much so that to keep abreast of the sources of information 
which might be tapped is a task in itself.** As a result, increasing attention 
is being given to such activities as marketing research, distribution cost 
analysis, motivation research, and operations research applied to marketing 
problems.°*? 


Marketing intelligence has been employed with more success by some 
kinds of firms than others. Retailers have been less successful than most. 
Since marketing research is becoming an exacting activity and since retail- 
ing is preponderantly a small-scale industry, few retailers individually can 


For a summary of the contributions of the behavioural sciences to marketing, see 
William Lazer and Eugene J. Kelly, ‘‘Interdisciplinary Contributions to Marketing Manage- 
ment,’’ in William Lazer and Eugene J. Kelly (eds.), Managerial Marketing: Perspectives and 
Viewpoints (rev. ed.; Homewood, I11.: Richard D. Irwin, Inc., 1962), pp. 586-606; and 
Perry Bliss (ed.), Marketing and the Behavioral Sciences (Boston: Allyn and Bacon, Inc., 
1963). For a summary and bibliography on research on consumer behaviour, see Lincoln H. 
Clark (ed.), Consumer Behaviour: Research on Consumer Reactions (New York: Harper & 
Brothers Publishers, 1958). 


80F or a summary view of the use of-computers, electronic data processing equipment, 
and advanced quantitative techniques in marketing, see Wroe Alderson and Stanley J. Shapiro 
(eds.), Marketing and the Computer (Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1963); 
Robert D. Buzzell (ed.), A Basic Bibliography on Mathematical Methods in Marketing (New 
York: American Marketing Association, 1961); Frank M. Bass et al., Mathematical Methods 
and Models in Marketing (Homewood, I11.: Richard D. Irwin, Inc., 1961); Ronald E. Frank, 
Alfred A. Kuehn, and William F. Massy (eds.), Quantitative Techniques in Marketing Analysis 
(Homewood, I11.: Richard D. Irwin, Inc., 1962); Frank J. Charvat and W. Tate Whitman, 
Marketing Management; A Quantitative Approach (New York: Simmons-Boardman Publishing 
Corporation, 1964); and Philip Kotler, ‘‘Operations Research in Marketing,’’ Harvard Business 
Review, Vol. XLV, No. 1 (January-February, 1967), pp. 30ff. 


Two useful surveys of sources of marketing information are Georgina de Weerdt, 
“Sources of Canadian Marketing Information,’’ in Fox and Leighton, op. cit., pp. 405-30; and 
Edgar Gunther and Frederick A. Goldstein (eds.), Current Sources of Marketing Information 
(New York: American Marketing Association, 1960). 


82In the subsequent discussion, ‘‘marketing research’’ will be used to include all of 
these activities. For more precise designations of these activities and discussions of their 
usefulness in formulating marketing decisions, see David J. Luck and Hugh G. Wales, 
Marketing Research (2nd ed.; New York: McGraw-Hill Book Co., Inc., 1957); Donald R. 
Longman and Michael Schiff, Practical Distribution Cost Analysis (Homewood, Ill.: Richard D. 
[rwin, Inc., 1955); G.H. Smith, Motivation Research in Advertising and Marketing (New York: 
McGraw-Hill Book Co., Inc., 1954); Charles H. Sevin, Marketing Productivity Analysis 
‘New York: McGraw-Hill Book Co., Inc., 1965); and Paul E. Green and Donald S. Tull, 
Research for Marketing Decisions (Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1966). 
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support the specialized personnel, equipment, and techniques which ~ 
research has come to require. The alternative — joint action in the conduct 
of marketing research—is hampered by the fact that the smaller retailer is 
usually concerned with problems requiring information bearing on his own 
particular trading area. Moreover, some retailers have taken the view that 
recourse to formal marketing studies is usually uncalled for, having 
reasoned that their proximity to the shopper invests them with special 
knowledge of the market: ‘‘We’ve got the greatest market testing place in 
the world right here in our store... you can stand on the floor of [our] store 
for a week and get more ideas — it’s fantastic.’’®? Others have arrived at 
the same conclusion on the ground that wise decisions rest on experience 
and intuition rather than on elaborate analysis: 


A business like ours has met the distribution changes largely not because of 
the result of expert surveys, consumer Surveys, great mechanical computers 
telling us that we’ve got to have so much stock in relation to sales. Our 
growth has been the responsibility throughout the years of the boss of his 
era, A succession of men has been available to seize the opportunity as it 
occurred, to exploit it to the best of their ability, to serve more customers 
than we have ever done before. 


Still other retailing organizations have been deterred from undertaking | 
marketing research by the variety of their assortments and the complexity 
of their operations: 


Where a manufacturer may be concerned with marketing 10 or 100 lines, the 
major department store is concerned with selling upwards of 400,000 different 
items. Where market research for a manufacturer may indicate changes in his 
product or in his methods of marketing that are relatively simple to put into 
effect, the department store finds that a market research study which points 
out some of the weakness of an individual department constitutes only the 
beginning of a series of studies that may involve fundamental changes in the 
work of several non-selling departments and changes in organization and 
personnel that may be difficult to make. Such a study may cut across the 
functions of the architectural, the display, advertising, staff training, and 
systems departments for example. What starts out as a simple market research 
study becomes a very complex problem of human relations. 


These views are changing. As one merchant has said, 


..Merchandising methods of the fifties would be hopeless today. Required 
now are new more detailed reporting and control methods; new methods for 
measuring the changing demand; and a constant emphasis on the refinement om 
comprehensive methods of inventory management. More and more, the study 
and analysis of factual information, rather than personal observation, must 
provide the basis for merchandising and management decisions. *° 


83From an interview with a vice-president of a major U.S. store organization, June 29, 
1959; anonymous on request. 


84G. Allan Burton, ‘‘How Department Stores Are Counteracting Certain Trends in Retail- 
ing,’’? The Commerceman, Vol. XVIII (1963), p. 56. 


®SMianager of Merchandising and Economic Research of a leading Canadian retailing 
organization, in an unpublished address to the Market Research Council of New York, 
January 15, 1954. 


SOR iT. Butler, Director, The T. Eaton Co. Limited, in an address to the 1965 Business 
Outlook Forum, University of Toronto, November 25, 1964. 
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: Retailers have made some gains in improving the quality of their 
marketing intelligence. Some large multi-unit retailing organizations have 
: devised highly refined methods of assessing and comparing the overall 
performance of their individual stores. Others base store location decisions 
on careful market studies. Others have developed measures of the sales or 
profit generated by particular items or particular storesales areas.*®’ Others 
derive valuable information from continuing surveys of consumer purchases 
for important product lines in key trading areas. It may even be that with 
the refinement of the optical scanner and the point-of-sale recorder, major 
retailing companies will become important generators of market information 
for all channel members as well as themselves (see Chapter 10). For the 
most part, however, retailers have not taken the lead in assuming responsi- 
bility for the marketing information function. 


Wholesalers of various kinds are important sources of marketing 
information to their customers and their suppliers; in fact, part of what 
they sell is marketing information. One reason that manufacturers’ agents 
are employed, for example, is that they are often in a better position to 
“know the territory’’ than the clients they represent. Brokers provide a 
valuable connection for buyers and sellers who find it difficult to keep 
abreast of supply and demand conditions in markets which change rapidly. 
“Tn an auction market for agricultural products, the auctioneer matches his 
| knowledge of market conditions and of the individual characteristics of 
each potential buyer present against the reverse matching process by each 
buyer of the auctioneer and of the competing buyers present.’’®* The general 
wholesale distributor is an indispensible source of marketing intelligence 
| for retailers and manufacturers because ‘‘the wholesaler is generally in the 
| most advantageous position to collect, interpret and transmit the information 

necessary for this purpose.’’®® 


Most of this information is the product of ‘‘osmosis’’ rather than 
analysis, of “‘savvy’’ rather than survey. Most wholesalers in the agent and 
broker group operate on too small a scale and their relations with suppliers 
-are too tenuous to be able to justify formal marketing research. For their 
part, general wholesale distributors are seldom vitally concerned with the 
fortunes of any one of the multiplicity of lines they carry. 


| oars [the general wholesale distributor’s| marketing activities are directed 
primarily toward providing retailers with satisfactory goods and services, and 
building up good will for his own services which will insure the continued 


patronage of his retail customers.... It follows that he is more concemed 


1 87See, for example, The Loeb-IGA Study (Toronto: Southam Business Publications 
Biimited, 1965), a study sponsored by M. Loeb Limited and Supermarket Methods. 


88Revzan, Ope Cit. "p. 298; 


8° Beckman, Engle, and Buzzell, op. cit., p. 149. 
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with giving satisfactory service to them than in serving the manufacturer 
whose products he sells.”° 


Consequently, when wholesale distributors do undertake formal marketing 
studies, they are usually directed at improving inventory control and 
materials handling in their warehouses rather than at improving the com- 
petitive position of particular product lines. | 


Being concerned with a comparatively small number of products, 
manufacturers can often justify the cost of marketing research where a 
retailer or wholesaler could not. The manufacturer’s responsibility for 
product innovation is another spur which is not felt by retailers and whole- 
salers in the same degree. Much marketing research (concept testing, 
product testing, and test marketing, for example) is undertaken to reduce the 
uncertainties which attend the introduction of new products; the responsi- 
bility for doing it naturally falls to the manufacturer involved. In addition, 
manufacturers often require marketing information to compensate for the 
fact that they are not in direct contact with the ultimate users of their | 
products. For example, because middlemen are not always adequate re- 
porters, the manufacturer may have to undertake special surveys among end 
users in order to obtain a working knowledge of the position of his products 
in ultimate markets; and because the amount of inventory held by middlemen 
in the distribution ‘‘pipeline’’ is constantly changing, it may be necessary 
for the manufacturer to buy information gathered from store audits in order 
to calculate how much of his product has actually been sold. Altogether, 
manufacturers generally have more compelling reasons to undertake market- 
ing research than do retailers or wholesalers, and they are usually ina 
better position to do so. Thus, the most highly developed marketing research 
departments in Canada are to be found in manufacturing organizations, and 
most of the marketing research is done by them or sponsored by them.”? 


This does not mean that manufacturers actually perform this work; 
much of it is done by specialized firms which are not directly engaged in 
distribution. Marketing research companies and research departments in 
advertising agencies began to appear in Canada in the late 1920’s.” 
Because they are often able to provide marketing information more quickly, 
more skillfully, and more economically than their clients, they have grown 
substantially both in billings and in the variety of services they offer. 


Warshaw, op. cit., p. 46. 


See Dik Twedt, A Survey of Marketing Research (New York: American Marketing 
Association, 1963). For a description of the marketing research activities conducted by 
Canadian companies and by Canadian subsidiaries of American companies, see Isaiah A. 
Litvak and Raymond A. Young, ‘‘Marketing Research by U.S. Subsidiaries —Domestic or 
Imported??? The Business Quarterly, Vol. XXX, No. 2 (Summer, 1965), pp. 62-69. 


2B dwards, Ope Cita Dae Los 
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Today, “‘for the most part any meaningful research conducted in the United 
States has its counterpart in Canada. The basic services are available in 
Canada, although... both the basic services and other market research are 
modified to meet Canadian conditions.’’®* There are in Canada over 80 firms 
engaged solely in the sale of specialized marketing research services for 
client companies.” It is likely that much of the commercial research on 
marketing problems in Canada is conducted by these specialized agencies; 
certainly they have come to play a major role in the performance of the 
marketing information function.” 


Government agencies are also taking more responsibility for the 
provision of marketing information: 


In some way or another, government agencies are involved in the performance 
of all of the marketing functions. This involvement ordinarily is of a regula- 
tory or facilitating nature.... Marketing information, however, presents a 
rather unusual Situation in the sense that the government assumes a much 
more active role in the performance of the function. This participation is 
based upon the premise that the structure and functioning of free markets are 
dependent upon millions of decisions made by countless individuals in 
various kinds of marketing agencies. All such decisions are based upon 
some kind of information, which may be highly accurate or, in some cases, 
quite unreliable. Obviously, the decisions can be no sounder than the in- 
formation upon which they are based, and the functioning of the whole 
economy can be no more efficient than the aggregate of the individual judg- 
ments which enter into it. Thus, in the interest of marketing efficiency and in 
behalf of the general welfare, the government engages in various kinds of 
programs to provide on a widely disseminated basis adequate information 
relating to marketing and other business activity.” 


Many agencies of government play a part in providing Canadian 
businessmen with information bearing on marketing decisions. At the federal 
level, for example, the Department of Agriculture issues frequent marketing 
reports on fruits, vegetables, poultry, and livestock; the Department of 
Trade and Commerce supplies Canadian exporters with information on such 
matters as export markets, customs regulations, exchange controls, trans- 
portation arrangements, and trade exhibitions; and the Dominion Bureau of 
Statistics, which was established in 1918 as the central statistical agency 
for all governing bodies in Canada, collects and publishes information on 
agriculture, construction and housing, education, fisheries, forestry, health 
and welfare, international commodity trade, employment, labour income, 
tourist travel, manufacturing, retail trade, wholesale trade, the service 


Edwards, Op. Clits, pe 216. 


°4««PMRS Lists Research Facilities,’’ Marketing, Vol. LXXI, No. 19 (May 13, 1966), 
pp. 93-55. 


Stn the United States, however, it has been claimed that ‘‘in recent years...the center 
of gravity has been moving from the research services and the ad agencies...to client 


headquarters’’; see ‘‘Scouting the Trail for Marketers,’’ Business Week, No. 1807 (April 18, 
1964), p. 114. 


Beckman and Davidson, op. cit., p. 602. 
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trades, mining, national income and expenditure, prices, public finance, 
public utilities, and transportation —in short, on practically every aspect of 
the commercial life of Canada.°”? This list is merely indicative; the total 
amount of marketing information available from all agencies of government 
is staggering. 


In summary, as the marketing information function has advanced in 
size, scope, and sophistication, it has tended to become the domain of 
manufacturers, of specialized facilitating agencies, and of governments. 


CONCLUSION 


“We really do not have an adequate theory of what the business firm 
does, that is, of what governs its range of functions and activities.’’” 
Nevertheless, it is possible, from the preceding analysis, to draw some 
conclusions as to how business firms in Canada have assumed and assigned 
various marketing functions and what the effects have been on the market- | 
ing process in Canada. 


It is clear that Canada’s distribution system has been subject to a 
continual functional shuffle which has altered the allocation of marketing 
functions within the system. 


It is also apparant that the functional shuffle is a fundamental process 
in marketing. While shifts in marketing functions are sometimes difficult to 
discern, they underlie those trends which appear on the surface of distri- 
bution. Changes in marketing methods, such as the spread of self-service, 
the tendency of some wholesalers to become merchandising consultants, 
and the moves of manufacturers to circumvent distributors, are associated 
with the functional shuffle. More important, mutations in marketing structure 
are linked to the functional shuffle. What ultimately determines the relative 
importance of various kinds of middlemen is their relative ability to perform 
marketing functions effectively. ‘‘Essentially the struggle is for control 
over the marketing machinery—over who shall perform the marketing 
functions.’’®? Therefore, structural changes such as the appearance of the 


°7F or a more complete enumeration of the kinds of marketing information available from” 
agencies of the federal government, see J.E. Mackay, ‘‘Federal Government Services for 
Marketing,’’ in Fox and Leighton, op. cit., pp. 241-54. For an outline of how these data can: 
be used to help solve specific business problems in smaller companies, see Richard Knapp, 
How to Profit From Facts, a booklet prepared under the auspices of the Information Division 
of the Dominion Bureau of Statistics (Ottawa: The Queen’s Printer, 1965). 


Stanley C. Hollander, ‘‘Who Does the Work of Retailing?’’ Journal of Marketing, 
Vol. XXVIII, No. 3 (July, 1964), p. 20. 


99 
Nathanael H. Engle, ‘‘The Struggle for Marketing Control,’’ Investigation of Con- 
centration of Economic Power, U.S. Temporary National Economic Committee, Monograph 
No. 17, Problems of Small Business (Washington: U.S. Government Printing Office, 1941), 

p. 159% 


52 


THE FUNCTIONAL SHUFFLE 


discount department store, the advance of the voluntary chain, and the 
decline of the truck jobber are traceable to changes in the degree to which 
these institutions perform or control various marketing functions. 


Historically, most retailers and wholesalers have attempted to retain 
control over the buying and selling functions, apparently because of the 
belief that in relinquishing these functions, or control over them, a middle- 
man risks emasculation, loss of participation in the marketing process, and 
eventual displacement in marketing channels. Nevertheless, it has been 
shown that some authority overthe selling function has shifted from retailers 
and wholesalers to manufacturers and to facilitating agencies acting on 
their behalf. In addition, it has been demonstrated that middlemen have 
shown a willingness and even a preference for delegating some other 
functions— notably standardization and grading, storage, transportation, 
market financing, and the assumption of market risk —to other institutions. 


In addition, the functional shuffle has effects quite beyond a country’s 
distribution network. As a result, with the passage of time, portions of 
almost every marketing function have shifted from middlemen to specialists 
operating outside of Canada’s marketing system as it is usually defined. 
These ‘‘outside’’ organizations which share the marketing task are now 
numerous and diverse. They include marketing research houses, advertising 
agencies, the packaging industry, print and broadcast media, chartered 
banks, small loan companies, personal finance companies, instalment sales 
finance companies, management consulting firms, public carriers, public 
warehouses, commodity exchanges, manufacturers, and government agencies 
of many kinds. This trend is in keeping with requirements of a more produc- 
tive marketing process. As Arthur H. Cole has noted, the efficiency of 
entrepreneurial activity is advanced by ‘“‘the development of ancillary 
business agencies and institutions, by aid of which some of the uncertain- 
ties of the individual business unit are passed to other shoulders,... or 
through which increased knowledge or superior advisors come to its 
service.’’!°° 


As a corollary, Canada’s middlemen have become more specialized in 
terms of the marketing functions they perform. For example, almost all 
retailers appear to have delegated some measure of responsibility for the 
performance of such functions as standardization and grading, transportation, 
and selling, and particular kinds of retailers have developed that do not 
perform functions such as financing or storage to any important degree. 
Similarly, wholesalers in general seem to have lost some of their pre- 


eminence in financing inventories within marketing channels and in acting 


100 Arthur H. Cole, ‘‘An Approach to the Study of Entrepreneurship: A Tribute to Edwin F. 
Gay,’’ The Journal of Economic History, Vol. VI, 1946, Supplement 6, pp. 10-11. 
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as centres of marketing information to suppliers, and particular kinds of 
wholesalers have developed (appropriately called ‘‘limited-function whole- 
salers’’) that dispense almost entirely with such functions as storage and 
standardization and grading. Put another way, as the drive for productivity 
in distribution has occasioned the development of specialized institutions 
engaged in retailing and wholesaling, it has also occasioned a functional 
shuffle whereby these institutions have become more specialized in the 
functions which they perform.’ As Stigler has said, ‘‘the division of labour 
is not a quaint practice of eighteenth-century pin factories; it is a funda- 
mental principle of economic organization.’?*°” 


0lThis conclusionis consistent with the findings of various studies on the characteristics 
of marketing channels in other countries at various stages of economic development; seé 
George Wadinambearatchi, ‘‘Channels of Distribution in Developing Countries,’’ The 
Business Quarterly, Vol. XXX, No. 4 (Winter, 1965), pp. 74-82. 


102George J. Stigler, ‘‘The Division of Labour is Limited by the Extent of the Market,’ 
The Journal of Political Economy, Vol. LIX, No. 3 (June, 1951), p. 193. (‘Division of labour’ 
refers to the splitting of a task into specialized assignments. The most famous discourse or 
the subject appeared in Adam Smith’s Wealth of Nations in 1776 and dealt with specializatior 
in a hypothetical pin factory. Needless to say, division of labour can also refer to specializa- 
tion by businesses, industries, or countries.) 
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Chapter Three 


A SUMMARY VIEW OF 
RETAILING IN CANADA 


THE GROWTH OF THE RETAILING FIELD 


Chart 3.1 traces the level of retail trade in Canada over the entire 
period for which estimates are available.’ Six series are shown: total sales 
in current dollars and in constant dollars,” sales per capita in current 
dollars and in constant dollars, and gross national product in current dollars 
and constant dollars. Chart 3.2 highlights the annual rates of growth in the 
Same Six Series. 


Over the period 1926-1966, total retail sales increased at an average 
rate of about 6 per cent annually, advancing from $2,549,697,000 in 1926 to 
$24 ,798,865,000 in 1966, In constant dollars, or ‘‘real’’ terms, retail sales 
advanced at an average rate of over 4 per cent annually. Thus, by any 
measure, the overall pattern of Canada’s retail trade since the mid-1920’s 
has been one of substantial growth. 


Taken over shorter intervals, this growth has naturally been somewhat 
irregular. It has been arrested by a major depression and three recessions, 
and in individual years it has varied with the state of the Canadian economy. 
(The data on GNP, retail sales, population, and personal disposable in- 
come, all of which are referred to at many points in this section, are 
provided in detail in Table 3.1. The reader may wish to refer to Table 3.1 
in reading this section. ) 

The period immediately prior to the 1930’s was one of economic 
expansion and general optimism. Construction activity was at a fever pitch 
and employment had reached record levels. By 1929, the gross national 
product had surpassed $6 billion and Canadian retailers enjoyed total sales 


exceeding $3 billion. 


lt is important to note that the retail trade data employed throughout the monograph 
‘are not in every case identical to corresponding published DBS series. For the definition of 
“vetail trade’’ as calculated by the Dominion Bureau of Statistics, see Appendix 3,A. For an 
explanation of the differences between the retail trade figures which appear in this mono- 
graph and those published by the Dominion Bureau of Statistics, and the reasons for these 


differences, see Appendix 3.B and Appendix 3.C. 


*The price index used to deflate retail sales in this section was developed for this 
specific purpose by the Industrial Output Section of the Dominion Bureau of Statistics. It is a 
more appropriate deflator than the consumer price index, for example, because it takes 
account of changes in price for only those goods and services which consumers purchase in 
retail stores. 
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CHARTi=ron 
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CHART —3.2 
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TRENDS IN CANADIAN MARKETING 


The Great Depression brought heavy unemployment, falling prices, and 
a decline in the nation’s output. By 1933, when the trough of the Depression 
was reached, almost one worker in five was unemployed and the gross 
national product had shrunk to only 57 per cent of its 1929 level. 


Retail trade suffered accordingly. Retailers’ sales dropped in the same 
proportion as GNP, so that in 1933 Canadian merchants rang up sales of 
only $1.8 billion. About half of the loss in sales was due to slumping 
prices. Whether measured in current dollars, constant dollars, or per capita 
patronage, returns to the retailer had reached the lowest point in several 
years, 


The following year ‘‘... brought some measure of recovery, with all 


components of demand contributing to the reversal of the previous down- 
trend.... The rise in personal income provided the basis for a significant 
advance in consumer expenditure, notably in purchases of consumer durables 

3 In 1934, Canadian retailing began the ascent to pre-Depression 
levels. By 1937, the physical volume of goods bought by shoppers (as 
measured by sales in constant dollars) had surpassed the previous high 
registered in 1929, However, because prices were still depressed, it was an 
additional four years before retailers’ sales (in current dollars) broke the 
1929 record of $3 billion. 


Canada’s entrance into the Second World War touched off an enormous 
expansion in personal consumption—the result of major increases in 
government expenditure, employment, and personal disposable income. In 
the first two years of the war, the gross national product rose almost 50 per 
cent to over $8.3 billion. During this time, Canadians were spending a 
decreasing proportion of their incomes in retail stores. Nevertheless, retail 
sales grew by almost one third to over $3.4 billion. Even though approxi- 
mately one half of this gain was due simply to higher prices for consumer 
goods, there was still a sizable increase in the ‘‘real’’ consumption of 
goods: 


At the beginning of this period [1939], much surplus capacity was available 
and rising war expenditures did not at first entail any net decrease in the 
volume of things which civilians could buy. Indeed, the production (and 
consumption) of these things expanded somewhat in response to the increased 
demand of those whose incomes were rising because of the war expenditures. 
In terms of employment and, to a smaller degree, standard of living, the 
contrast with the depressed years before the war was striking.‘ 


3Canada, Dominion Bureau of Statistics (hereinafter abbreviated to DBS), ‘‘Economic 
Fluctuations, 1926-1956,’’ National Accounts, Income and Expenditure, 1926-1956 (Ottawa: 
Queen’s Printer, 1958), pp. 18-19. 


4 Annual Report to the Minister of Finance and Statement of Accounts, Bank of Canada, 
February 9, 1943, p. 11. 


62 


GROWTH OF THE RETAILING FIELD 


The latter years of the war also produced sharp contrasts. The 
nation’s output soared—by 1944, the gross national product had reached 
$11.9 billion. Consumers, however, faced many shortages, rationing, and 
exhortations to defer their spending in favour of saving. Under the pressure 
of these circumstances, there was a sharp cutback in the proportion of 
personal disposable income which was devoted to retail purchases. There- 
fore, at a time when national output was advancing very rapidly, retail 
sales were not. During the two-year period, 1942-1943, retail trade in 
current dollars rose moderately, in constant dollars it rose minimally, and 
on a per capita basis, in constant dollars, it fell. ‘‘In the later stages... war 
expenditure has increased more rapidly than national production and 
average living standards are therefore declining.’’® 


From the mid-1940’s, Canada’s economy was even more buoyant than 
it had been during the war. Furthermore, the country’s merchants shared 
much more fully in the general prosperity. The war ended with a vast 
accumulation of savings and a backlog of demand on the part of both the 
civilian population and business. In addition, the rapid demobilization of 
thousands of troops created a sudden large influx of commodity-starved 
consumers — consumers whose pockets were lined with nearly $600 million 
in post-discharge gratuities and credits. Birth rates reached their highest 
levels in nearly three decades.® As a result, Canadians shifted briskly from 
Saving to spending. The ratio of retail sales to personal disposable in- 
come, which had fallen to almost 50 per cent during the war, now moved 
towards 75 per cent. 


This buying spree produced a spectacular 27 per cent rise in retail 
sales in 1946. Moreover, almost all of it was due to increases in volume 
rather than prices. Fed by increasing urban and suburban development anda 
heavy demand for housing, household goods, home appliances, and auto- 
mobiles, the surge in retail trade continued in the post-war years. In 1950, 
retail trade stood at $9.6 billion, which signified that Canadian merchants 
had more than doubled their sales in only five years. In ‘‘real’’ terms the 
revival of retailing was more modest. By 1947, the economy had come under 
the influence of strong inflationary pressures, and in 1948 retail sales in 
constant dollars actually declined. Nonetheless, over the period 1945 to 
1950, retail trade had expanded by over 50 per cent in constant dollars — 
still an impressive gain. 


STbid., p. 11. 


®Canada, DBS, Vital Statistics, 1964 (Preliminary Annual Report), Cat. No. 84-201 
(Ottawa: Queen’s Printer, 1965), p. 5. 
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“The outbreak of hostilities in Korea in mid-1950, bringing a re- 
surgence of inflationary pressures and the beginning of an adjustment to 
rearmament, opened a new phase in Canada’s post-war economic exper- 
ience.’’? The prospect of shortages in consumer goods — and consequently 
of higher prices for such goods — brought about a rapid rise in the price 
index and resulted in the imposition of tight credit restrictions by the 
federal government. In 1951, the GNP surpassed $21 billion—an increase 
approaching one fifth—and consumer expenditures in retail stores rose by 
12 per cent. Although retailers enjoyed substantial sales increases, these. 
increases were in value rather than volume; with the effects of price 
changes eliminated, total sales actually declined. 


In 1952, national production expanded considerably, the supply of 
consumer goods improved, and the pressure on prices eased perceptibly. By 
mid-1953 andthe Korean armistice, the Canadian economy was ina relatively 
stable condition. The two-year period which then followed was one of 
recession and declining prices, both of which had a dampening effect upon | 
retail sales. By mid-1955, however, the economy was again on the upswing. 
At the end of 1956, the gross national product stood at almost $31 billion 
and retail sales had surpassed $15 billion. 


Between 1957 and 1961, the growth of the Canadian economy was 
slow and halting. A growing population, especially in the younger age 
groups, did contribute to a marked rise in the purchase of durable goods, 
including automobiles. On the other hand, recessions occurred in the latter 
part of 1957 and 1960, immigration dropped abruptly after 1957, and the ratio 
of retail sales to personal disposable income moved downward, In this 
setting, Canadian retailers had several disappointing years. Their sales 
advanced from $15.7 billion in 1957 to $18.1 billion in 1961, but that rate of 
growth was the lowest of any four-year period since the Great Depression. 


The 1961-1966 period was one of increasing economic prosperity. The 
gross national product rose by over one half, inflationary pressure was 
moderate, and unemployment was negligible. Canadian retailers once again 
enjoyed the benefits of overall economic prosperity. Retail sales increased 
by more than one quarter in current dollars and over one fifth in constant or 
‘‘real’’ terms. | 


Between 1926 and 1966, the annual sales of Canada’s retail merchants 
rose from about $2.5 billion to about $24.8 billion. Using that measure, one 
can say that the size of the retailing field multiplied approximately 10 times 
during the last four decades. However, nearly half of this growth can be 
attributed to rising prices on the goods which move through the nation’s 


7National Accounts, Income and Expenditure, 1926 - 1956, op. cit., p. 21. 
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distribution system. In constant dollars—that is, in physical volume of 


output — Canada’s retailing field is roughly 5 times larger than it was four 
decades ago. 


THE CHANGING MIX OF PRODUCTS DISTRIBUTED THROUGH RETAIL 
OUTLETS 


As a society moves toward economic maturity, its priorities shift and 
its pattern of consumption changes. For example, over the long term, 
Canadian consumers have been allocating a larger share of their consumption 
expenditure to such items as meat, fresh fruits and vegetables, automobiles, 
air travel, household durables, tobacco products, alcoholic beverages, 
drugs, cosmetics, hobby and sporting equipment, and government services. 
Smaller proportions of the budget are being spent on such things as cereals, 
potatoes, clothing, footwear, shelter, domestic service, soap and cleaning 
supplies, and rail and ship transportation.® 


As Slater has shown, the reasons for these shifts are many and varied. 


However, it can be said that “‘right across the board, Canadians have 


| 


_ —_~ — i a a a 
_ =—— 


tended to spend substantial portions of their increased incomes on improved 
quality of goods and services, or on increased speed.’” In general, then, 
the reallocation of consumer expenditures portrays the changing values of 
an affluent and acquisitive society: 


The picture is one of a rich people becoming richer, of households with the 
time and means for increased use of sporting and hobby equipment and travel, 
of a people with few servants and many items of household equipment, of a 
nation with fairly low standards of housing but many automobiles,?° 


Naturally, these changing priorities are reflected in the mix of 
commodities** which are marketed through Canada’s distributive institutions. 
Table 3.3 shows the changing composition of the flow of goods through 


®David W. Slater, Consumption Expenditures in Canada (Ottawa: Queen’s Printer, 1957). 
This paragraph and the subsequent one draw heavily of Slater’s study. Summary treatment of 
these trends is to be found in Barbara Henneberry, ‘‘Spotlight on the Canadian Consumer,’’ 
Conference Board Business Record, Vol. XVI, No. 1 (January, 1959), pp. 11-23; ‘‘Perspective 
on Consumer Spending,’’ Monthly Review of the Bank of Nova Scotia, June, 1964; and ‘‘The 
Changing Consumer Market in Canada,’’ Commercial Letter of the Canadian Imperial Bank of 
Commerce, February, 1964. It should be noted that the classifications in the national accounts 
and in Slater’s study are not identical to the classifications employed in the Census of 
Distribution and in Table 3.3. For additional information on consumer expenditures, see 
Canada, DBS, Urban Family Expenditure, 1962, Cat. No. 62-525, and Urban Family Food 
Expenditure, 1962, Cat. No. 62-524. 


°*Stater, Op eCita, PD. Zo- 
1°Tbid., p. 4. 


For a brief description of the comparability of commodity data from census to census, 
as well as a listing of commodity lines included in the broad groupings shown in Table 3.3, 
see Appendix 3.D. 
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Canadian retail outlets? between 1930 and 1961. Well over half of all retail 
trade in Canada is done in three product groups: food, clothing, and auto- 
mobiles and automotive commodities. In aggregate terms, their position has 
changed very little; they accounted for somewhat less than 60 per cent of all 
retail trade in each of the census years. However, very large changes have 
occurred in their importance relative to one another; in fact, the shift in 
their relative positions is the most noteworthy change in the composition of 
retail sales over the past three decades. 


First, there has been a decrease in the proportion of Canada’s retail 
sales represented by food. Probably the 1930 figure is abnormally high 
because it reflects Depression budgets. To that extent, the decline is over- 
stated. However, the declining figure for food does conform to the proposi- 
tion (usually called Engel’s Law) that, as income rises, the proportion 
spent on the necessities of life tends to diminish. The impact on retailers’ 
sales has been softened by changes in diet which favour more expensive 
kinds of food (better cuts of meat, for example), by the willingness of 
Canadians to pay for the convenience of more fully processed foods, and by 
the fact that a larger proportion of the family’s food needs are bought in a 
store rather than grown at home. 


Even more pronounced has been the diminishing place of clothing and 
footwear in the stream of goods which flows through Canada’s distribution 
system. Several forces, however, have tended to moderate the decreasing 
demand for clothing. They include the substitution of factory-made clothes 
for home-made clothes, the move from rural to urban living, and the in- 
creased proportion of employed women. The last factor probably accounts 
for the more moderate decline in the figures for women’s apparel than for 
men’s apparel lines. As well, during 1941, the position of clothing was — 
buoyed by the relative scarcity of other products such as appliances and 
building materials. Nevertheless, the displacement of clothing in the 
consumer’s budget is the historic Canadian and American experience. The 
consequent swing away from clothing in the retailer’s balance of sales has 
been quite marked. 


In contrast, a growing proportion of personal expenditure and retail 
sales has been devoted to automobiles and related products and services. 
This trend is not clearly reflected in Table 3.3 because of the great 
variability of car sales from year to year and because no census year can be 
considered normal for the auto industry.'* For example, the long-term shift 


2For a description of the differences between the terms ‘‘retail outlet’’ (or store) and 
‘‘retail establishment,’’ as employed by DBS, see Appendix 3.E. 


13For an analysis and description of the changing market share of total retail trade 
obtained through the sale of new motor vehicles, 1932-1965, see Appendix Sane 
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to spending on automobiles and automotive commodities is understated in 


Table 3.3 because 1961 was the last in a five-year period of relatively slow 
growth in the sales of automobiles, and especially of automobiles manu- 
factured in North America.” Still the figures do demonstrate the continuing 
substitution of private automobile travel for many types of purchased 
transportation, especially rail services. 


Such trends present every Canadian marketer with fresh problems and 
opportunities. In some cases, they can be met by minor modifications in 
marketing tactics, so that they produce no change in the basic order of 
distributive institutions. In other cases, as will be seen, they call for 
major alterations in marketing strategy, so that they have the effect of 
restructuring Canada’s marketing system. 


THE CHANGING FRAMEWORK OF THE RETAILING FIELD 


Table 3.4 shows the percentage distribution of retail stores by 
selected kinds of business for Canada and the provinces in each of the 
Census years, 1930 to 1961. Currently, three kinds of outlets predominate: 
grocery and combination stores are by far the most numerous, followed by 
restaurants and filling stations. Together these three kinds of business 
account for over 40 per cent of all retail outlets in Canada. 


This mix of stores is fairly recent. Since 1930, the place of grocery 
and combination stores has changed very little, but the relative positions of 
restaurants and filling stations have increased markedly. Conversely, 
general stores, which in 1930 represented one tenth of all outlets, now have 
a far less prominent place in the country’s retailing structure. These trends 
hold, although somewhat erratically, for almost every province. In many 
ways, therefore, the makeup of Canadian retailing by kind of store has 


altered quite substantially in the last three or four decades. 


: 
J 
: 
| 


Among the provinces, the composition of retail outlets varies con- 
Siderably, and in ways that defy easy generalization. In keeping with the 
adage that the division of labour is limited by the extent of the market, 
there is some tendency for less urbanized regions such as the Atlantic 
Provinces to have relatively more ‘‘omnibus’’ stores— general stores and 
department stores, for example—and for more urbanized regions such as 
Ontario to have relatively more specialized outlets—shoe stores, apparel 
Stores, furniture stores, appliance stores, and drug stores, for example. 
However, these relationships are very imperfect. 


M4 «Changing Influences in Canada’s Automobile Industry,’’ Monthly Review of the Bank 
of Nova Scotia, July, 1966. 


ve. 


TRENDS IN CANADIAN MARKETING 


Se6 cL6 €98 TS8 Tv0*S | 060‘P ae Z69°SLI | 9Z9°IST | ISE*ZET | €00°SCT} “OG” * Ser07s Jo sequinY T230L 
O°0OT |O*OOT | O°OOT | OTOOT |O°OOT | O°OOT EBies 0°00T EbaS 0°O00T 0°o0T Bh hie Ba ee tes Sete eaiam |g 
G 


Sek T°ST pes Ov SOLE 6°0€ e066 6 ee 0 6s ee eee © SSIO1S 194310 
8°T O°T bt Sl 6°T b°b eeeeee SloTBap JUOWAaTdWT WIeY 
Par ENE O°T | Gey ( 1°S? oa C eseeoevevene2e2e202802808 @ Slo[ bop jeny 
6°S eG 6°SC 6°S 6°S 6°S eoceooaoeveevevee ee ee @ $910}S sniq 
6°T 8°0 0 £°S S°T T°T OT ***so10}s souel[dde proyesnoy 
L°0 c°0 c°0 re | LA O°T 6°0 soeeeseseeorrs SaIo}S sIN}IUINY 
€°O €°O 6°0O °C S°S CAG $°7 eoeoeveveveeeee & $910}s areMpiepy 
9°0 9°0 S°0 6°T C°T Gal O°T eeoeovevevee0e2e2e028202092028080 8 slat Beep 

[etse}eu SuIpliIng pue 1equin’y 
6°0 O°T S°0 9°T 9O°T 8°T p°T 6°0 sereees saIojs SUTYJOTO ATIWeY 
8°T 6y1 9°T €°0 Z°0 oS S°¢e o°e 9°~ see saioys Joredde Ss ,UsWwIOM 
ta 9°T 9°T 6°€ 7°0 Z°0 €°S 9°S G°S oS saio}s [o1edde ,sAoq puke S ,UdW 
6°0 6°0 6°0 0°0 v°O °0 EST S°T Gal Cee eeoeoeevoeveevevee2e e200 80 $910}S 20us 
Sch Teo 0°9 L°C S°Y L°t 9°OT Sa v°L v°v eo Bests *5* +2 ° SSuOTIEIS SUIT 
ANE 8°~S Cer S°S L°0 S°0 Cue 2c 6°T 1°Z e@ooeveveeveee sia, eop sIITqowony 
S°O L°0 S°O v°O v°O €°0 T° 6°0 8°0 -°0 eecooseeveoee ee # © $910}S Ayotien 
S°TT |ecLt v°t?e L°6t v°ol L°S@ v°V 6°9 L°3 S°6 Ske eee oe Ps oe BsO re Leta ee) 
ZO 6°T 6°0 v°O T°T 9°9 at 6°S 9°T 6°T ***sS9I0}S BSTPUBYOIOW [BIBUSyH 
6°0 $°0 S°0 o°O 8°0 S°0 L°0 r°O ¢°0 T°0 seeeeesssere*s SaIo}S Juouedsed 
8°O $°0 = = 9°0 TO L°0 9°0 9°0 9°0 *** soIO}S SEeBeIBASG DITOYOOTV 
f Beh i g°e 6° 6°O a | 6° i ere ts O°? evoeeceeoeceeee eee sjeyIeUW COW 
S°L 7°9 (6b 6° °C r°tt 8°38 $°9 CS’ eoesoceeeeveeeee eee @ sjUeINe}Say 
SSC 2) Gacs €°O7 8°EV T°ov S°sT L°CC v°07 L°St S$O1O}S UOT}BUTqUIOD puke AI9D0I5 

“5*d “5° “3°0 fo Nhe are | ‘0 7° “oad °o°d sod *ord 


T96T | TS6T Tv6T | Of6T T96T TS6T | Tv6Tt | O€6T T96T TS6T Tv6l Oce6l 


ssoutsnq jo puly 
pue[s] prempy e0ulid » PuUrT pUNOJ MEN 


epeued 


eee Se SF SS 


L96L PUD LS6L ‘LV6L “O€6L ‘ppoudsy ‘aouiaoidg Aq “ssauisng jo puly Ag ‘Sasogg J! 04ay JO UOLENGIIESIG abojusd19d—p’s 2/99] 


{32 


THE CHANGING FRAMEWORK 


S6b*ZS | CLS*Eb | ZIz‘6e | 98Z‘*bE| LSO‘S 


9°SZ 6°97 8°cE T°€e 

$°0 9°0 O*t c°S 

T*t eT | by 9°T 

Sea 6 Ort 6°0 6°T 0°S 
6°T eel Sri 6°0 8°T 
Sag & 9°T Tt 8°O 6°O 
a ye | 8°T eg § eal § ; a 
| ica Z°0 $°O 9°0 6°O 
jixé (Pere 0°S | cog | Lt 
T°v v°D ey Ge T°? 
oS me EA oo 6°S 1d § 
6°] [eat Sa! v°T 6 °0 
0°8 es 3 b°v SS O°cr 
Sel eek 6°O O°T Ay é 
6°O 6°O 6°O me) Se 
at 9° v L°3 9°9 
EG C°S 6 oo O°T 
€°O T°O0 T°O 8°0 
£°0 €°O €°0 8°O 
O'S Gas S°*b 9°0 
O°vT $°8 ESC 8°8 
€°Ic 1°97 arOL 

*O°d *o°d °o°d °o°d 


T96T TS6T Tv6T Of6T T96T TS6T | Tvé6T 


DeqendO 


8 

9 

6 

C°S 9 

e°T 9°0 L 
6°0 L°O 8 
vt Leal T 
S°0 c°O v 
0°C | Cc 
8°T b°?S T 
Ze! L°T 9 
6°O 8°0 6 
6°5 a 8 6 
9°C a v 
8°0 6°0O v 
O°TT 6°TT 6 
8°C Set 9 
8°O L°0 4 
L°0 L°0 8 
£°0 C*T Cc 
v°L Ls 6 
LZe SOF v 


yormsunig MeN 


PONUI}UOS PE ajqny 


O'S | 886‘b | vEr'r 


SHOONHMNM 
NN 


~KHANDOOnWONTONAH 
N rt 


OC6T 


3) 
a, 


es e eo ee eo e ° 
BHOORNAN Raa 


3 e 


SPNAOWAWRTHTOMNODDA OAnNnnaM 
oO % 


oy) 
N 


OVT*Z 


9°0 

GC €°S 

£1 8°O 

L°0 D0) 

S°T ee | 

9°0 S°O 

o°T vt 

ot ere 

6°T ere 

ET O°T 

0°9 €°s 

90°C 9°T 

O°T 8°O 

0°6 2 A G | 
EG “71 

O°T O°T 

L°0 9°0 

L°0 9°T 

8°9 v°9 

S°ZE T°ve 
‘ocd od 


TO96T | TS6T | Tél 


B1}09S BAON 


ANOHHNHHMHA YH 


AHNNSS 
N 


NTONNDWMNMNNORAOO 


Oc6T 


9 
Q 


‘ou’ * S9JO}S JO IOquINU [BJO], 


Se Ogee ig er ti hi egeg et CIO-F. 


ooo ee eeeeeeeeees SaI0IS JBNIO 
“se e** slayTeep Jusweldut wiey 
Peete eeeeceeeesesrareap fang 
eooeeeeeeeeeeeeesn S310}s Bsnig 
***Salo}s souer[dde proyssnoy 
oo eeveseeees g51038 omN}TUING 


S9JIOJS SIeEMpPIeY 


tees eeeeeeecesees srorpap 
Telia}yew BurIpliIng pue sequin] 
*eeeee* SaI0}S SUTYJOTO A[IWeY 
seee** Sal0}s [oredde s ,puswOoM 
S$9Jo}s To1edde ,sAoq pue s,usayy 


@eeeeoeoeeeeeeeeeee 


Sa10}S d0Y4S 


**** SUOT}EYS BUTTIT Y 
* slay eep e[iIqowojny 
eee" Saloys AJOTIeA 
***** Solos [BIaUarH 


***Saloj}S OSTpUueYyoIOW [ BIOUaL 
eeceeveeeveeee S910}S Juowyedsag 
°° ** S8IOJS eBeIBA9q STTOYOOTYy 
eeeeoeeevaeeeeeseseee SjeysIewW jeoy 


sjueine}say 


S9JO}S UOTJBUIqWIOD puke AI900I15 


SSouTsnq jo puly 


¥3 


| 
| 


TRENDS IN CANADIAN MARKETING 


1976 | S8S‘6| 880°0T | T¥8 ‘OT 908'Z | zer'L | 61Z°L |6S8°9 6br‘'6s | 6IT‘OS | SSO°Lb | SHO'EY ‘ou’ *Salo}S Jo Joquinu [e}OL 


0°00T 0°00T o°00T o°00T ieee 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T 0°00T eoeceoeeceoeeeooeeee eee 1230L 
0 i 4 “LO C € 


S°OF 2) V-s1 L°0G ‘or 8°T v°8c T°62 S*L 1°38 o8t 1 See ee a OOS ee) 
$°9 v°8 T°e S°v S*c Tt et bt S°d sees sraTvep juowoeTduT wed 
9°0 O°T 6°T L°0 €°t £cG o°T cat °C 6°T S880 oe 98S tbe SOLO Rebar 
€°e o°e Suc 6°E Sc €°e L°e Les Yee coccccccccoscoss S9I03S SNIG 
T°? oF O°T T°C O°T 8°S €°C Sh ost ** soioys souetidde proyssnoH 
9°0 $°0 v°O 8°O /t C0 p°T e°T Gok Ga eoeoveve2eee0000 $9103S 3in}IUmM 
O°V o°v 9° T°e Gs S°S ENG 6°S PEG 0°~ esoeoevoevevee28e200 $910}S oleMpley 
Ca¥. L°V 8° O°e L2G 00°C 8°T Gil 6°O 6°O ecceseseseeereee*? SJoT evap 


[etseyew BurIpting pue soquin’y 


vt 6°0 9°0 Lak O°T O°T aa | pt v°t eeeees S9J0}S BUTYIOTO ATTWEY 
6°T 9°T | GS €°S €°S LS 8°e O°v seeee*s saso}s Joredde S,uswoOM 
C°l p°t Sot G1 0°C 0°C 0° 9°C es $910}s [asedde ,shoq pue S,ueN 
8°O S*°O €°O Ort 9°0 S°O Tee 6°T Lk ecoeseevevee7e7ee 908 @ $310}S aous 
rt .[-e: 3 af 8°6 9° 8°83 GGL 0°38 8°6 soeeceesceces SuOT}ES BUITITA 
6°E 8°9 °v ree o°V 909°C €°S 83°C 6°T coeeooeesesiaTeap aTIqowomy 
9°0 S°O $°O $°O Z°O pt T°l O°T eoc5aooeveveeee0200 $910}S AyatieA 
76 €°eT Gob TET 6°ET 9°S OV O°s Susie Pee? BGS Tas $910}S [BIBUSt) 
6°0 TC 6°0 ae Ort 6°0 8°T T°t ** so10}S SSTPUBYOIOU! | BIBUSH) 
8°O ©°O 8°0 ¢°0 €°O 8°0 9°O S°0 eocoeveeeee @ $9J0}S quowpedaqd 
6°0O 8°0 £20 c°O0 c°0 T°T 8°0 L°0 2***saI0}s adeIBAEq STTOYOOTV 
| pea * C°S €°T g°T Q°T 6°T 6°T O°e eeocececereoeserrerers SIDWICW }eOW 
6°6 S°8 TG T°OL O°L cot 6°83 coevosesseooeee* & SIYBINESIA 
O°OT | Z°OT L°6t |0°%% | €°0% 6°CI SOI0}S UOTJEUTGUIOD pue ATE0K) 
“O20 


ssoutsnq JO puly 


UBMIYOJEHSES eqoyIUeW 


eee 


ponutjuoo p°€ 214°) 


74 


THE CHANGING FRAMEWORK 


*D)’¢ xtpueddy oas ‘ydeizouow sty} 
jo sasodind ay} 493 Pesn 9soOy} pue sUINTOA sNSUaD [Q6I ey} UT UMOYS (Biep oTseq ay} Beem od §oousi2I7p ey} JO UOCT}JeUBe;dxa Ue JO E2101 1-1 ‘dd ‘{ 


SIqGey SGease d aTh *TOA) TOS - 46 “ON "38D ‘e@peuey jo snsuay T961 BOC T xa 1-7 °dd d PTGRL ‘IIA “IOA Sepeuey 72 SNSU2D IS6I “(p 2}0u ‘Dn ’*¢ xtIpuoddy 
os[e 208) AIT 8b sade § SIQBL ‘X "TOA ‘epeuey jo ee Ivp6l ‘(p 930uU ‘5° § xrpued v_ ose 998) 6€-zEe6 “dd ‘yz atqez PUB -€S-8bg PUE 69-HOL 
‘68-789 ‘60-Z0S ‘I9-bSE ‘€6-88z ‘ZI -Z1Z “pL-ZLt ‘S STQFL ‘21-9 “dd “Wr etqeL ‘x “I0A ‘epeueD jo snsued {E61 ‘Sad 


*SOTIOILIAT JSaMYWON pue uoyNZ Sepnyouyg 
*IS6T [t}un Snsuayd dy} UT pepnyour jou sem PueTpunojmen, 


LL6‘ST LOE ‘ET v6e'Tt T€9°6 SZ6‘TT €>6‘'6 TCC ‘6 76S ‘8 *ou** SoiO}S jo Jaquinu [B}O TL, 


lk Jag 8°cE Terz Oz Ord: 8 89%, 958 nee 6 Se SOAS JoMNIO 
v°O c°0 €°s pL secre" SIaTeap JuoWsTduT wie 
OT: OS7, Tet 6°O eooeceeceoeeeeece sis, eep Tony 
Ese ESE 8 S pee e°e eoeceeeeee eee veee $910}S Bnig 
L°S ‘Sal § T 0 O°T 8°0O ***salo}s aoueT[dde ployesnoy 
6°0 6 Tel 6 0 8°0 9°0 * * 8,9. 0-9 «98:02. SIO SL amMILuIN Jt 
v°?S 6 8°T 0 T Les 6°< Sec ee tee «* * «Ga10)S OLE MIR 
Slo Mi (Gouk 0° 8 6 CS C°r eeoeoeveeeveeseseevees eee sia, eap 

[et19}eu Surplinq pue sequin] 
EST 9O°T O°T 8°O S°T C°T 8°0O 9°O eeeeeee So1I0}S SUTYJOTO ATrwe 
Gee S°Yy €°v i grd °c b°7~ OeZ bl *ee°** Salojs [aredde s ,-uswoM 
b°S Os O76 O*E. 6°T €°S €°S L{S $910}S [oredde ,SAo0q puke s,uayy 
Let O°T Cet SS GO L°0 S°0 8°O eceoeoeoeveeseeveeeeee $910}S 20”us 
0°CI 0°S T°Z 8° 8°CT 8°S €°8 S°V TOS ST BN 8? te SUOTICS SUIT TA 
0°S 8°C O°T 6°! €°e B°sS Ces Les eecoeeveeveves Slo] Bap a[Tqowo Ny 
Tel jfat b°O €°0 O°T 8°0O P ig eeeceeeeeoeeoeeo oe $910}S AYTIeA 
8°% ass 9°9 9°8 6°S O°II re) "Th ISS S882 se eegarare [eieuar 
L°0 £1 ELE S°T Det €°T 8 ** *saJ0jS OSTpueYyoIOW [eI9UaDH 
Gl 9°O €°o €°o 8°O €°oO T eevee eee een S910}S quowyedeg 
8°O Lad L°0 8°0 8°O S°0 *** $a8J0}S aBelaAaq STTOYOOTYy 
V°C I 6°E O°r S°T 1s eeoeeeveee eee eee sjoy1ew yea 
i OY Ga | S°3 9°9 €°T (a) eeceoeereeeceeo eee eee SJUBINe}SOY 
L°st 8°9 C i € S9J0}S UOTJBUTqWIOD puke AI99D0I5 

"ord 


T96T eo | Tv6l Oc6T T96T TS6T Tv6T Oc6T 
SSeuTsnq jo pulty 


penutlluoo v°¢ sliadi. 


75 


TRENDS IN CANADIAN MARKETING 


9EL*EOE S08 ‘6ST pate eee ELI'SOT*ST | O8L‘ZS9‘OT | ZO6‘OPH‘E | OLS*SSL*Z 
ae Pee recy 2 eo ve Fe ee 


O°L ak eek 8°cT O°LZT 
cu oc 8°T 8°T 6°O 8°0O 
O°T ee § 6°T O°S 6°S ts 
Lek 1 ed | 9°S Src 6°S 8°S 
o°TS Tet T°S 6°T o°T o°T 
b°0 o°0 ae o°T 6°T S‘T 
8°O oO 9°T T°? T°? 9°S 
6°S ra vv 9° S°S ScC 
ESS Exe ae! 8°T Lic S°T 
b°0 o°O 8°T 671 €°S T°? 
o°0 €°0 v°t Grr €°S 9°S 
8°O 9°0 4 ee joa! el €°T 
9° Cu 8°9 Cre 9°P v°S 
eL°El S°8 ef VT Lab S°OT T°6 
ET L560 eu 8°T S°?C 9°T 
b°07 9°97 ce 6°v €°9 £°8 
Lek L3S €°l Let 8°T 6°T 
GEL 6°OT 9°8 $°8 O°tT 6°Sl 
Tec 9° LS Les 6°€ ov 
4 Ee | S°T va Len SIG 8°S 
0°S 9°T v°v CV S.5 S°G 
9°02 9°07 S°02 EVAL! S°OT L°vtT 
‘ord Cea "ord “7° "ord *o°d *o°d *oed 


qPUeTpuNoJMEN epeues 


G002$20. 26s soles Je}IOL 


eecoeoeoevoeve0e2e2e2e2028088080808082 T2}0 L 


eeoeoeveveve7e0eee208 @ $910}S 1941O 
soee* SloTeap JUaWsTdUIT We 
e@eeoevvevee2e82098 0 @ Slo[ vop Tony 
eoeoeoeeveevee eee 6 & $910}s Bnig 
* solo}s aouettdde proyesnoyy 
soceeeeeee@ SoIO}S IN}TUINY 
eeeeveveeo eee @ S$910}S sIeMpleyY 
eoeoevoeveveevee ee eee & @ Slo] beep 


jetseyew Burpling pue sequin] 


e289 SQIOJS SUTIYOTO ATIWeY 
***** SoJ0}S [oredde Ss ,USWOM 


Se10}s [o1edde ,.SAoq puke S,ue|q 


ee eeeeeeeere=% SQI0}S BOUS 
0 s0eeeee2* © SUOTIEIS SUITITA 
sooeeeres SlaTeap sTIqowo Ny 
eovesseeesee*® SoIO}S AyotleA 
RR I OAS Teieuet 
°* $a10}S DSTPUBYOIOW [BIaUSayH 
seeereses Salo}sS JuowWeEded 
** g9J0}S adeIDADq ST[OYOOTY 
eeooseveove2 @0280808 8 S}oHIeU COW] 
@eseeevoev0ne2e20e202808028080 6 sjyuemMe}SOy 


$9J0}S UOT}JBUTqUIOD pue AI99D0I5 


ssoutsnq jo puty 


Se aan nrmny 


L96L pu LS6L ‘LV6L 


'O€6| ‘Dpouns ‘aoutaoig Aq ‘ssauisng jo puly Aq SajDg [!D4aQ JO UOLINGI4ESIG abpjuas19a dg —-G°E F190] 


76 


THE CHANGING FRAMEWORK 


SL0‘EZ9 088 ‘E6€ v78‘99T O72‘ TOT L7v‘L8 SIT*bs €cOr‘or v~7bl 


0°00T 0°00T = Sn 0°00T 0°00T 0°00T 
C26 S°6 b°6 Een 8°9 v°9 6°8 6 °6 
v°O €°0 T°0 8°E 8°0 c°0 O°T 
Let 0°C 90°C o°T 6°T C°P bee 
EEC 0°?S 9°S T°? 8°T Loc $°S 
9°S ver $°0 ES SO S°0 v°O 
jo) OF S°T 8°O v°O €°0 6°T 
Salt 9°T 9°T c°0 c°O Ors 9°0 
/bré o°? b°TS O5G oe | O°T Let 
orl 9°S S26 Oct 8°€ S°€e 9°S 
CET €°T Cet 6°O 8°O T°T b°O 
Cal 9°T 0°E O°T C°T S°T ropa | 
8°O 6°O Gar Z°0 O°T b°T b°T 
VeL 9°€ Tv Lee Ese 8° Cal 
e0°LZT € 0°S el ZT ring iy | €°9 Se ig 
Ere it Lae 6°T O°S LEC 0°? 
0°9 9 3 S°cl S°sT LEeC 6°60 
6°0 0 L°T 8°Ee Ge Cak 
Lez 9 9°6 T°6 €°st T°OT 
6° 6 8° 8° = = 
L°0 8°O 9°T 6°T Gee 
Tse LAG G°~ a 6, O°T 
S°E? Pes O°TT 
coed *O°d 


8109S BAON PURTS] pleMpy soutig 


PONUT}UOS G°E ajqvy 


OOD eS sejtes T¥10L 


e@eeeveeeeee ee eee eee TeIOL 


coe ereerrroeses S510]5 191M 
seeee SleTeep JuowsTdwT wie y 
cee eeeeeeeeeeee sroteap Tang 
eeceecceeeeeeeceece S910}s sniq 
** solo}s souer[dde proyesnopy 
oe eeeeeeeees Soi0js ampuNY 
Coes eeeeees saiois aIEMpPIEY 
totes eeeeeeeeceees sroreap 

Tets9}ewW BuIp[inq pue sequin] 
sees" S910}S SuIyOTO Awe yy 
sees" Salojys Toredde s,usw0M 
S910js [o1edde ,shoq pue s,usp 
Poe eeeeeeeeerees Saioys a0uS 
iste tus er Seuor ess BUITIT 
seeeeeces SlaTeap aTIqowojny 
"5 °iSk4, ORME. “here aaa AyotsIe A 
coceeeeseeses S91038 TBIQUAr 
** SaIO}S SSTPUBYSIEW [eIaUa 
eececeer* sal0}S JUoweEdSG 
****SalO}S a8e19A9q OT[OYOOTY 
sees eeeeeeee® sroyiem JBOW 
oo eee eeeeeecoees srupmEejsay 
S910}S UOT}BUTQUIOD puke A199015 


iy 


Ssoutsnq jo pury 


TRENDS IN CANADIAN MARKETING 


10r ‘T9V 


oge‘I19‘b | €16‘9Eh ‘7 TLE 8C8 88e ‘099 v138‘S8z €LL‘66 Zhe CS OO0LS ce ie ee 
0°O0T 0°OOT 0°OOT 0°OOT 0‘OOT 0°OOT 0°O00T 0°OOT SSR Ore ee ee eet aed” Gee Gee Ie AML, 
e 6, e 


LoOt Lot CLT 8°0 6°L Lut i 9°6 oe lee ane ae 
9°0 ie) Z°0 €°0 €°0 $°0 $°0 €°0 ‘ress srojeop juawetdut wie 
1°Z L°Z Lt 9°Z Lt Lt S°Z 6°Z veces eeeeeeeees sigTeap feng 
pC 0° GEG Cl’ 6, Che, Gee 8°T 6 0 € © LO 0) 0) 6 6 616 @ 0 6 6 8 $310}S sniq 
b°S o°l <1 el | 8 oa LO 9°0 ** saio}s oouetidde proyssnoH 
g'T 1°Z 9°Z 0°Z 8°] L't Ll 0°Z se eeeeeeeee® SQI0}S SIN}JTUINY 
61 0°Z 0°Z 1°Z 9°T 0° 61 6°I bese eeeeeee® §910}8 BIEMpPIEY 
ae 9°Z S*T 61 4 S*T S‘0 bl Pa CCICESS €-5 (7) 0) 

jetsojew BuIpjiIngq pue Joquin’] 

ot SC Ute 6°T v°C Vc 8°C 8°C reseesssaso}s BuTyoTO ATTWE 
axe €°% 9° b°% o'r ot 0°% S‘T *.Syts "st, 8 930) EE PoTB Ode ss, US OM 
S‘T 0°S v'°T LT 1 a 71 C57 $910}s Joredde ,sfoq pure S,usl 
rl rl S*T 9°T 8°0 8°0 ZT I'l ce ececeacereses* Sogoq}s a0ys 
eo 9°C 9°¢ om oes atc 8°L 8°T SNE SS Oe, SEO Ee SurytA 
Soa O’sT 8 6°9 et St c°9OT 6°6 8°Or "a's ae MEET IO LE OPES ey, 
GAG OIG VaG oa | ps CFC 0°S PC 6.0.6 @ © @: 6, 6st m6 30).0 $9310}S AJOTIE A 
6°Z 6°¢ 0°9 9°/ L°9 S°6 8°OI 6 "bl bees eeeeeeee ee ggzo}s TeIaUaDH 
et 6°C 8°C L°G O°T O’e pe 0°C °° S910}S SSTPUBYIIOW [BIBUSL) 
0°9 g°9 7°83 8°6 Cr9 S°9 L‘°6 6°ST Wee eee eee ee SO LOLS juewjIedag 
$°Z 4 0°€ O'b Ss 1S S°9 g's ****s$9I0}S BBBIBAIG OTJOYOOTY 
Et ST Gas 6° 9°0 9°O 9°O 6°O @ 0: © GNEN6 SO Oe 00) 67 46 10 s}oyseW JEW 
L's Lb S*¢ 9°Z z°¢ 6°Z S°Z ST see e veces eeee® SiyBINEISIY 
vec oC 8°61 Ist 8°1TS S°0Z €°61 Srl S$9I10}S UOTJBUTQUIOD puB A1990I5 

POed “2G “ed “ord Fond fo2G Soe | -o°d 
T96I TSs6l aes ae océl fear TS6l Tr6l ocol 


ssoutsng jo puly 


dseqenO yormsunig MeN 


Se 


penut}yuo0o GE 3 I9°L 


78 


THE CHANGING FRAMEWORK 


@ 


LEv ‘668 v87 ‘609 68€ ‘C6l ber ‘cL Elp ‘9E6‘9 ieee yoaeecty OvZ‘€60‘T | OOO$'**'***'* SATBS TRIOL 
0°O0T 0°OOT 0°OOT 0°OOT 0°OOT wee 0°OOT ies a ee oe aa ae ae OTL 
T°6 v6 S°Il €°rt C’prl O°ST CST 6°91 oeoeeeoeeeeeeeeee S9I0jsS 139410 
ye 9°P LT O°T i cl 9°0 €°0 ste sreyTeep JusweTdwut wey 
6°O C°T (6, 3% CY 0°S 6°C 6° I'v eoeeeveeeeee ee ee @ SloTeap jeny 
6°S 90°C FEBS Sez there jie” 3 i wis eoeceeoeoee eee eee eee Sa10}S Sng 
Sel 0°C c'T 6°0O €°C v°?S S°T mf ** Sel0}s souetidde proyasnoy 
ELE S°O 9°0 6°O oy oy 6°1 O°l eoeceveveeveve eee $9I0}s 9a1In}IUIN J 
et | fy Co $°T% cota 0°% 6°1 CE7. eeeeeeererere eve So10}S o1eMpley 
S*9 Zz" g°e bb Lb s*¢ S°Z $°Z Pree e rere eeeees SroTBap 
Jetsa}eu Burplinq pue sequin] 
1a § Sa €°T O°T On vt 8°T v'T "sees Salo}s BuryjoTO ATwey 
CT Tl ba pl 0°% eed o-7 v'Z ses *""* Solo}s Toredde s ,uawoM4 
8°0 TT C'T 9°1 9°T €°~ 9°72 O°s S9l0}s Toredde ,sAoq pue s ua 
9°0 S°0 8°0 8°O ol Co S°T S°T eosoeeoevee eee e eevee S$310}S 30yus 
€°9 | 4 Tp €°C | ea 4 Tv 8°S c°e "ereeeeeeees*s SuOTIEIS BUITITY 
o°brT 8°ST L°6 6°L ec PI O°Z 8°OI 0°Or seeeeeeee*s SIaTBAap s[Iqowojny 
GA 9°0 6°0 S°0O Sar a | ar LZ 8°T eeereoevoee eee ee oe $910}S AJOTIeA 
O’r 8°9 8°83 0°6 Ca ¢°T Ze br eeeceoeveeveve eevee S9310}S [eleuarn 
O'T O°T 9°T 8 ‘0 IT | ee | ries 6°I ** S810}S BSTpUBYyoIeW [eloueDH 
GSI eS 0°02 c°9% 9°L S%, €°or ras ste eeeeee*s S9l0}S JUSUIeEdSg 
6°C 9°C 6°C €°S O°b O’b O'r o"b "***Sal0}S a8BI9AEq DTTOYOOTY 
6°0O O°T bl 6°T pl fies t wc 6°S eevee eree ee eevee SjoyIeW yeoyW 
O°Lp Cv Lt (GAS l’t l’v 6° Ow eeeeeereo eee eee eee S}UBINE}S ayy 
€°st L’vt Sot O°rT C07 LZ S°OT 8°ST S910}S UOTJBUTQUWIOD pue AIa9D0I15 
"O°d "9 °*d re ars | "o°d ro Ya | Ford "o°d 
T96T 


TSs6lr Tv6l 


eqo}rueyW 


O£6r T96T Ts6r Iv6l 


O1IBJUO 


penut}UuoS ome 5 sd | qo, 


O¢6T 


Ssoutsng jo purty 


79 


TREN DS IN CANADIAN MARKETING 


7v0 68h 'T E87 ‘88 8L0‘877 L87‘€sl Ivy 'S68 918 ‘Eso Sr8 ‘681 ESOLGO La |ROOO SS a ae es Sab 
0°OOT 0°OOT 0°OOT 0°OOT 0°OOT 0°OOT 0°OOT 0°OOT Rasa a La he 
‘IT 


eoeeesrseeererree * SQIOIS IIBYIO 


a 


: " , ‘ Le 0°8 9°38 c'T 
6° ee ee ao a 9°8 €'v 6°€ ‘sees sraTeep JusueTduT Wie Y 
s°0 EO 9°0 S°0 S°0 8°0 Bab 6'T epee ne «oro mar gamba Tend 
G°C LG 09°C 6°C CS awe 9°% 90°C Sarre $o10}s Bnig 
St ea f 8°0 8°0 €°T EI L‘0 L°0 ** so10}s eouetidde proyssnoH 
O'T Ov! S*I ect 8°0 +°0 9°0 9°0 oye net ann Aiea teeta eee 
oe ae a ey oe ey SM Dittccrterecpin cs 
0°9 LS Lev I'v ae] LV 6'~ O°L Teqiajyeu SUTpIING pue soquINT 
bl 9'1 pl 6°0 9°T 9°T EZ ré sees sarojs BuIyVOTO ATIWe 
vl Gal tea 0°% ZT ct ZT TT pnw SOUGIE, [asus uae 
Tor 9°T 8°T CaG 6'0 I'l ery Q°T $910}S Jo1edde ,sfoq puke S.uslN 
L°0 S°O L°0 8°O S°O €°O S°O S°0 “gases. SECM ES $9130}S 20u™us 
pel 6°C l'v v°S 6°9 ATE je AS T°? coeeeceoeses* SUOTIEIS SUIT 
6°91 Ob Q°eT 1271 29ST 0°STZ O°eT 0°6 eooereveveve ee @ sloTeep sTIqowo ny 
Ozt Cet a | O71 Cat 6°0 rl Tt OO: © 0:6 0.6 6. O00 0.8) 0.6 $910}S AjoTIeA 
Os 7 0°L 6°IT Last © 6 Tol CLI 9°61 sree sre, Ss ereaeest <2 SLO} SLE sce.) 
oT 6°0 c°T pl 6°T 6°T ect 6°0 ** S$910}S OSTPUBYOIAW [eIIUSH 
pe) © i Z’Ol 0°CI O°rt 6°L 8°L 8°OI 0°OT eoovoeeeeese*? SOIOIS yuowjsedeq 
Ie ee 6°¢ S'Z L°Z ay 4 ae 8° -***S910}S aBBIBANq DTTOYOOTY 
O°l 6°T 2 VG re 6°0 rl pag | pc o 6 ¢ © 6:0 0 6 6 66.6 @ 60 syoysew Jeo 
Gav. C’L O’Lr c2c 6°¢ fea O°¢ 6°S eooereoreer ero eer ee 8 6 s}UBINe}S9y 
EDL (ra joe c°6 S*rl aa Be yor 8°8 S$910}S UOT}BUTQUIOD puB AI9D0I4) 
re is | ee | 2d. Cee ea | eo a O-d 


3) 
a. 


T96T TS6T Tr6l Oc6l T96T TS6T Tver Oc6T 
ssoutsng jo puly 


BVOQ TV UBMIYO}JEYSES 


penut}yu0o ome % s/9OL 


80 


THE CHANGING FRAMEWORK 


JOq ‘Set}rpoulwoos aatTjowWOjNe pue SaTIqowojne jo aseyoind ay} uT pues} preMdn w19} Buc, 3y} 


S6b‘b60‘T PLe ‘Ste P9E‘OSZ H00rSe es 


0 


is 


ST8‘L6L‘T 


0°OOT 


be exjee 
A on 


IO HHO TH ONIN 


ONDNDAADHDOMENOMONO 


ANHAHMOO 
ret 


re 


Sods 
N 


COGN ES SCN 


) 
a, 


e ° I 


OOT 0°OOT 
T 


THHOMMM OO 


SAHNI NON NHN 


MANNA ANR AHN HOW 


NoOotgnada 


re 


re 
bmn 


NHN AO 
ri 


tTrNHw 
5 om | 


oradt 


rH 
MNANTMONARNNOCOANNORTOMNAYST 


Cc 
c 
L 
6 
S 
v 
0 
9° 
6 
€ 
8 
C 
6 
0 


sBIquinjoD YsTg 


“LS6T Itj}un 


0° 


001 staheige. «Pitre Re adele 
Cc 


NaANNONa RAN WNOR 


CAN ddAaA 
re 


MOODAMNATHHANNOKRMNDAOHONAST 
ovr i 


pS STIQeL SB awes ‘SAONNOS 


*SOTIOJTIIAT JSAMYIION pue UOANNA sSapnyouy, 
snsuayg ay} UI pepntout jou sem puelpunojymaNag 
‘pl 9}0U}00} pue 7’*y’s SIGE 9as ‘uOoTJeIOGeTa 19yINy 
JO aATJBjUSSaIde jou ae sasejuao10d asoyte 


Te he eee ad oats ah? Siena ge os |S OTE” TIO 


eoeeeee eee 


Pee eee ee eee eee TROT 


oeoeeeeeeee SoI0}S I9UIO 
SIaTBep juewsT{dwt wiey 


eeeee ee ee 


Sl9Teep Tony 


So10}S Bnig 


Sel10o}S soueT[dde proyssnoy 


S910}S 9IN}TUIN J 
S9I0}S sIeEMpIeY 
SloTeoep [eI1a}ew SuTpyinq pue sequin] 


TS Sosy eset ee tee aN et fh set ee Sols SUTIOTOSAIEUG 


eoecoee eee ee 


oeeoewvreee oe 


e 


see soalojs Toredde s,usw0M 
Soa10}s Joredde .SAoq pue S,usjy 


$910}S 


eoeeeeee 


81 


S910}S B0YS 


**** SUOT}B}S BUTTITY 
* S1oTBap sTIqowojyny 
see" Sa10}S AJOTIEA 
"**** SaIO]S TeIOUeDy 
eSTPUBYOIOW [eIIUAaDH 
seeeeee* SQIOJS JUOWIEdIG 
* S810}S BBeIOADq IT[OYOOTY 
teeeeeeeeees syomreu jeoW 


ooe eevee eee ee eo @ 


s}ueINe}S9Q] 


*SoI0}S UOTJBUTqWIOD puke AI99D0I15H 


ssautsnqg jo pury 


ponut}U0o ont 5 3/99] 


TRENDS IN CANADIAN MARKETING ~ 


Table 3.5 shows the changing share of retail trade by kind of business 
in Canada and in the provinces in each of the Census years. The out- 
standing trends are these: a marked rise in the share of the market held by 
automobile dealers’® and filling stations; a sharp decline in the market 
share of most omnibus outlets such as department stores, general stores, 
and general merchandise stores; and a moderate but unmistakable decline in 
the position of stores dealing in footwear and apparel. With few exceptions, 
these movements hold for every province. 


The major reasons for these trends can be inferred. Automobile 
dealers and filling station operators have been buoyed by the unparalleled 
surge in demand for their kinds of products, as shown in Table So vel Hie 
favourable factor has been reinforced by other conditions. The retailing of 
automobiles requires storage and service facilities which are specialized, 
costly, and subject to substantial economies of scale. In addition, the 
wholesaling of automobiles does not call for independent distributors who 
could assist a prospective dealer by providing capital and advice (as in the | 
grocery field) or by ‘deaking’’ supplies of the product to him (as in the 
appliance field). Therefore, the necessary facilities and products are 
available only to those retailers who have authorization from one of a 
limited number of automobile manufacturers or European distributors. In 
other words, at every stage in the distribution of automobiles there are 
unusual barriers to entry. This has produced a situation unique in retailing. 
Over many years, no product area has registered retail sales more spectacu- 
lar or inviting than automobiles, yet no retailer has been less subject to 
‘‘poaching’’ from other kinds of merchants than the automobile dealer. To a 
lesser extent, the same factors have produced and preserved the franchised 
dealer in gasoline. Thus the increasingly prominent position of retailers in 
the automotive group has two main causes: the unusually strong growth in 
primary demand for automotive products, and the fact that virtually all of 
that growth has been channelled through the automobile dealership and the 
service station.*° 


The relative decline of stores in the general merchandise group is 
the result of a different balance of forces. While the department store 
continues to enjoy great prestige and power, its position has been pre- 
judiced by some of the most momentous developments in consumer markets: 
the deterioration of city cores, the exodus to the suburbs, the spread of 
preretailing, and the shift of consumer spending from commodities in which 


Fora possible explanation of the differences in the proportion of the retail market held 
by new motor vehicles as shown in Table 3.3 and Table 3.F.2, see Appendix Sek: 


16The main exceptions since the Second World War have been the selling of new cars by 
some used car dealers in the later 1950’s, and the sale of gasoline by some department 
stores and automotive accessory stores. 
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‘the department store is pre-eminent to commodities in which it is not. 
(These points are elaborated on in a later chapter devoted to the department 
store.) General merchandise stores and general stores have suffered from 
the slow growth of the non-urban markets in which they are primarily 
located, the slow growth of the apparel and food markets on which they 
rely, and the rapid growth of shopping centres in which they are seldom 
represented. 


Compared to outlets in the general merchandise group, stores in the 
footwear and apparel group have given way more slowly and less surely. For 
example, during the Second World War, footwear and apparel stores increased: 
their share of the retail market compared to outlets specializing in meat, 
lumber, building materials, hardware, and appliances—all of which were 
then in relatively short supply. Table 3.5 also suggests that, during the 
War, stores in the footwear and apparel group may have attracted some 
business away from department stores. Since then, however, they have been 
unable to compensate for the long-run shift of spending away from footwear 
and clothing, especially for men, which was noted in Table 3.3. 


Table 3.6—Percentage Distribution of Sales of Grocery and Combination 
Stores, by Food and Non-food Commodity Lines, Canada, 
1930, 1941, 1951 and 1961 


1930 1941 1951 


Commodities 


Food and kindred products..... 85.1 


All other merchandise ........ 


eeeevereeeeeeee eee eee ee 


SOURCES: DBS, 1931 Census of Canada, Vol. X, Table 27, pp. 137-38; 1941 Census of 
Canada, Vol. X, Table 27, pp. 496-97; 1951 Census of Canada, Vol. VII, Table 20, pp. 20-1 
and 20-3; 1961 Census of Canada, Cat. No. 97-507 (Vol. VI, Part 1), Table 23, p. 23-1, 


The advance of grocery and combination stores may seem paradoxical. 
While food purchases have become a smaller component of total retail sales 
(Table 3.3), grocery and combination stores have accounted for a larger 
proportion of retail trade (Table 3.5). There are at least two major reasons 
for this phenomenon. First, of course, the ‘‘food’’ store has become much 
more than that. As shown in Table 3.6, it now derives about one seventh of 
its revenue from non-foods, as compared to approximately one tenth in 1930. 
But scrambled merchandising alone would not have preserved, much less 
enhanced, the position of grocery and combination stores in Canadian 
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retailing. What is more important, they have captured a larger part of the 
food market. In 1930, their share was about one half; by 1961, it was over 
three quarters (Table 3.7). The source of these gains is worth noting. 
Table 3.7 indicates that grocery and combination stores have encroached 
upon practically all retail outlets engaged in selling food — department 
stores, general merchandise stores, general stores, meat markets, bakery 
shops, confectionery stores, fruit and vegetable stores, and dairy products 
stores. Thus, the full-line grocer has gone far towards displacing the 
limited-line food merchant and has gone beyond that to capture some of the 
food sales of those retail outlets in which the selling of food is ancillary to 
the store’s main activity. Had the grocery and combination store operator 
not been able to do so, his position in Canada’s retailing structure would 
not have improved as was seen in Table 3.5; on the contrary, it would have 
deteriorated drastically.!? In short, the grocery and combination store has 
thrived both by expanding and by consolidating its original niche. 


Table 3.7—Proportion of the Total Sales of Food and Kindred Products 
Accounted for by Selected Kinds of Business, Canada, 
1930, 1941, 1951 and 1961 


Kind of business 


Grocery and combination stores 
Department stores ......eeeeee 


General merchandise stores.... 0.1 
General stores ...cccccccccecs 8.7 
Meat markets ...cccccccceves 6.2 
Bakery Shops ...ccccecceccecs 0.3 
Confectionery stores .....eee- 2.2 


Fruit and vegetable stores .... 0.8 
Dairy products stores......... 


Total sales of food and kindred 
products accounted for...... 97.7 


SOURCES: DBS, 1931 Census of Canada, Vol. X, Table 1, pp. 1034 -36; 1941 Census of 
Canada, Vol. X, Table 26, pp. 488-90; 1951 Census of Canada, Vol. VII, Table 25, pp. 25-1 
and 25-2; 1961 Census of Canada, Cat. No. 97-507 (Vol. VI, Part 1), Table 24, pp. 24-1 and 
2A 2% 


171, 1930, grocery and combination stores accounted for about 48 per cent of all retail 
sales of food and kindred products (Table 3.7). If they had merely maintained that share in 
1961, rather than increasing it to about 77 per cent, then their total sales would have been 
about $1.1 billion less than they were in 1961 and their share of total retail trade in 1961 
would have been about 14 per cent rather than 20.5 per cent. 
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Another dimension of the structure of Canada’s distribution system is 
revealed in Table 3.8 and Table 3.9, which analyse the retailing field by 


_ types of ownership. The data demonstrate the very important place of the 
_ individual proprietorship in the nation’s retailing structure. In 1961, this 
_ type of ownership accounted for over 70 per cent of all stores and registered 
_ 30 per cent of all sales. Generally speaking, in terms of number the single 


proprietorship has been strongest in the Atlantic Provinces and Quebec, 
and weakest in Alberta and British Columbia. In terms of sales, however, 
the corporation is the dominant type of ownership. Well over one half of all 
retailing activity is generated by incorporated companies. Moreover, since 
1941 there has been a tendency (erratic in some provinces) for the corpora- 


_tion to account for an increasing proportion of all retail stores and sales. 


Therefore, while the proprietorship is still by far the most common single 
type of retail outlet, it is losing its position in Canada’s retailing structure. 


Again, the major reasons for these trends can be inferred. There is in 


retailing a pervasive propensity to adopt the methods, and therefore the 


forms, of “‘big business.’’ Applied to retailing, the formula is coming to 


require at least four ingredients: large outlets, large families of outlets, 


professional managers, and the application of scientific management to the 


distribution process. The sole proprietorship seldom meets this prescription. 


It is typically a small store, with about one eighth of the annual sales of 


the incorporated outlet.” It is usually unaffiliated, whereas the corporate 


| 


Store is usually associated with a larger chain of outlets. It is usually 
manned and managed by its owner, while the corporate form is run by 


employed ‘‘professional’’ administrators. Finally, it is less amenable to 
Systems management, which, as Chapter 10 will show, is becoming the 
hallmark of successful marketing. 


THE CHANGING SIZE STRUCTURE OF RETAIL OUTLETS 


The salient feature of the size structure of Canada’s retail outlets is 
its pyramidal shape. For example, if, in 1961, the retail field is divided into 
three layers according to store size (annual sales of less than $100,000, of 
$100,000 to $200,000, and of more than $200,000), then the base of the 
pyramid is occupied by about 80 per cent of all stores, its middle range by 
11 per cent of all stores and its peak by only 9 per cent of all stores 
(Table 3.10). 


sad Oo 1961, the average annual sales of retail outlets operated by individual proprietors 


{ was $44,600 as compared to $330,000 for incorporated retailing companies. 
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Over the past thirty years, one of the most prominent trends in 
Canadian retailing has been the upward shift in the size composition of 
retail outlets. In general, stores with low annual sales have accounted for a 
shrinking share of Canada’s retail trade and stores with high volumes have 
absorbed a growing share of total sales. For example, the proportion of 
retail trade accounted for by stores with annual sales of less than $20,000 
has dropped from one fifth in 1930 to about one fortieth today (Table 3.11). 
Conversely, the ‘‘market share’’ of stores with annual sales of more than 
$200,000 has increased from about one quarter in 1930 to well over one half 
today. 


Behind this change in the composition of Canada’s retail trade lies 
a dramatic increase in the sales size of Canadian stores. In 1930, the 
‘‘average”’ retail outlet rang up sales of about $22,000 annually; by 1961, 
the average sales per store had reached $103,000, or almost five times as 
much (Table 3.12). In ‘‘real’’ terms, the growth of the average retail outlet 
has also been impressive; about two and a half times as much merchandise 
now moves through the average store as in 1930.” 


Table 3.12—Sales Per Retail Store, In Current and Constant (1930) 
Dollars, Canada, 1930, 1941, 1951 and 1961 


1941 1951 


Current dollars i <2 on... + <<. F 25,056 70,257 103,051 
POS0F= 1 00 Tene clue cs: aeatets oe atence 2 114 469 
Constant (1930) dollars@ 26,430 58,155 


19S0% 100 Var Spe hoy ie Reem oe 120 264 


@ Retail price deflators were obtained from the Industrial Output Section, National Ac- 
counts and Balance of Payments Division, Dominion Bureau of Statistics. 


SOURCES: Tables 3.4 and 3.5; and unpublished DBS worksheets. 


The trend to larger stores has been especially noticeable in some 
decades and in some kinds of business. For example, it was most marked 
between 1941 and 1951, when total retail sales advanced at an unusually 
rapid rate while the number of outlets grew only moderately. Similarly, the 
growth in sales size of stores has been greatest in those fields where total 
sales have increased at above-average rates and where efforts have been 
made to avoid a proliferation of company outlets having overlapping trading 
areas by assigning each outlet a ‘‘living space’’—namely automobile 
dealers, filling stations, lumber and building materials dealers and, to some 
extent, grocery and combination stores (Table 3.13). 


19THe reader will understand that the ‘‘average’’ retail store is fictional in the sense 
that a statistic used as a measure of central tendency may not correspond to any of the 
individual observations employed in calculating that statistic. What is illusory may be none- 
theless vivid. For expository purposes, the ‘‘average’’ retail store is a convenient fiction. 
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The most significant aspect of the trend to larger stores has been its 
pervasiveness. While the growth of the average store was greatest between 
1941 and 1951, it was under way between 1930 and 1941 and it continued 
between 1951 and 1961 (Table 3.12). Again, while this growth has been 
especially evident in some kinds of retailing, it has taken place in virtually 
all of them (Table 3.13). Similarly, the shift to larger outlets has proceeded 
in every province with no apparent pause (Table 3.14). These facts indicate 
that the forces at work are powerful, widespread, and perhaps numerous. 
What are they and how enduring will they be? 


One factor has been the general drive on the part of retailers to 
achieve the competitive advantages that go with large-scale operations. 
These advantages have always been difficult to measure, but there can be 
little doubt that they exist.2? Commonly mentioned benefits are the ability 
to enlist superior managerial talent, the expertise which can be brought to 
bear in all areas but especially in buying, and the more advantageous buying 
prices that go with large purchases and a strong financial position. Large 
retailers are also in a position to make more economic use of such media as 
radio and newspapers; moreover, the cumulative quality of most promotional 
effort enhances the effectiveness of their advertising budgets simply 
because they are large. Major retailing organizations also have the option 
of absorbing some wholesaling and manufacturing functions, and for corpor- 
ate chains in particular there appear to have been definite advantages in 
vertical integration. 


Another important advantage of the large retail organization is its 
capacity to hedge against those unfortunate individual decisions which 
could cripple a smaller firm. The chain extricates itself from a badly chosen 
store location with little difficulty and with no enduring ill effects; for the 
independent, the same bad decision can be irrevocable and fatal. In the 
crucial area of merchandise selection, the large retailer can spread the risk 
of error over a wide number of lines and a variety of trading areas; this 
hedge is not available in the same degree to the smaller merchant. Finally, 
the few empirical studies which have been done on the subject suggest that 
larger outlets do enjoy certain economies of scale.”’ Certainly they have 


For a description of these difficulties, see Paul D. Converse, Harvey W. Huegy and 
Robert V. Mitchell, Elements of Marketing (6th ed.; Englewood Cliffs, N.J.: Prentice-Hall, 
Inc., 1958), pp. 296-97; and Charles F. Phillips and Robert J. Duncan, Marketing: Principles 
and Methods (5th ed.; Homewood, I11.: Richard D. Irwin, Inc., 1964), pp. 179-81. 


21For a discussion of the difficulty of generalizing about economies of scale from 
existing empirical studies, see Caleb A. Smith, ‘‘Survey of the Empirical Evidence on 
Economies of Scale,’’ in Business Concentration and Public Policy, a report of the National 
Bureau of Economic Research, New York (Princeton: Princeton University Press, 1955), : 
pp. 213-38. For a sample of studies on economies of scale in retailing, see Arnold Plant and 
and R.F. Fowler, ‘‘The Analysis of Costs of Retail Distribution,’’ Economics, Vol. VI, 
No. 22 (May, 1939), pp. 121-55; and R. Bellamy, ‘‘Size and Success in Retail Distribution,’’ 


Bulletin of the Oxford University Institute of Statistics, Vol. VIII, No. 10 (October, 1946), pp. 
324-39. 
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lower failure rates than small stores. Taken together, the potential advan- 
tages of scale in retailing are compelling. 

Given a desire to achieve larger scale operations on the part of most 
retailers, has there been any increase in their ability to do so? The answer 
can be sought along two general lines. First, it may be that retail outlets 
are becoming larger because they are extending their ‘‘outreach’’; second, 
it may be that they are enlarging their ‘‘capacity.’’ Both possibilities merit 
consideration. 

The advancing size of most retail outlets in Canada may be due to an 
increase in the size of the potential market available to the average store. 
This kind of change could be termed an increase in the ‘foutreach”’ of the 
retail outlet. The outreach of a store is a function of population density and 
the adequacy of transportation and communication networks within the 
store’s trading orbit.?? Since these determinants of outreach are combined 
in a particularly unfavourable way in rural areas and in a particularly 
favourable way in major metropolitan centres, one would expect that sales 
per retail establishment would increase as one moved from the smaller to 
the larger population centres. 


Table 3.15 tends to bear out this expectation. It shows that as one 
moves from rural areas to metropolitan centres, and from the fringes of 
metropolitan areas to their cores, the sales size of stores generally in- 
creases. One can conclude that part of the explanation for the increase in 


Table 3.15 — Sales per Retail Store, by Size of Locality, 
Canada, 1961 


A ee ess ee RARE NO See ee ee eS 


Sales per retail store : 


Size 
of locality 


50000) to OOOO ee cee estes ots 


25,000°tor 49,999) acs cee 119.0 
10°000 to 2247999). ee 123.0 
1,000 to 9,999...... Seve 91.0 

1 to O90 bh ihn 2" Mikes 47.0 


SOURCE: Special tabulation of 1961 census data, including ‘‘recaptured’’ trades (sem 
Appendix 3.C for information on recaptured trades). 


22The outreach of a retail store is a theoretical concept; it describes the outward limits 
of the market available to an outlet. The extent of the market for a retail store also depends 
upon the type of store, income distribution of the population within the market area, and the 
proximity of competitive outlets. For an elaborate discussion of this topic, see Margaret Hall, 
John Knapp, and Christopher Winsten, Distribution in Great Britain and North America 
(London: Oxford University Press, 1961). 
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the size of the average retail store has been the increase in its outreach 
produced by improved transportation and communication systems and the 
tendency for an increasing proportion of:the Canadian population to coalesce 
in major metropolitan centres. 

Part of the explanation for the increasing size of Canadian retail out- 
lets also lies in the increasing ‘“‘capacity’’ of the modern retail Store, that 
is, in the volume of sales it can generate from a given amount of space 
over a given period of time. 

Store capacity is determined by four factors. They are the average 
size of the retail transaction, the number of transactions which can be 
completed during a given period of operation, the total time during which 
the store is operated in the course of a year, and the amount of Space 
necessary to complete a transaction. In each of these ways, the Capacity 
of the retail store has been successfully increased in recent decades. Each 
factor can be considered in turn. The first determinant of retail Capacity — 
the size of the average retail transaction —has been pushed upward by the 
shift to self-service, to ‘‘one-stop’’ shopping, to the purchase of more fully- 
‘processed products, and to the purchase of more deluxe products. All of 
these changes have been especially evident in the retailing of food. The 
second determinant —the number of transactions which can be completed 
during a given period of operation—has been increased by preretailing, 
because preselling, prepricing, prepackaging and self-selection all reduce 
the time required to complete a purchase at the point-of-sale. The third —the 
total time during which retail outlets are open—has been stretched by a 
gradual extension of store hours.”° Finally, the Space required to complete a 
transaction has been compressed by the shift of some of the storage, 
processing, selling, and standardization and grading activities out of the 
retail store (as discussed in Chapter 2). 


In summary, the remarkable growth in the average sales size of 
Canadian stores since 1930 appears to be the outcome of a large number of 
forces which together have reinforced the merchant’s propensity for growth, 
Strengthened his ability to reach large markets from a given location, and 
expanded his capacity to operate on a large scale under one roof. In effect, 
Canadian merchants have been moving towards the design and management 
of facilities which are dedicated to the mass production of sales. Consider- 
ing its diverse and compelling sources, there is every reason to expect 
that the upward trend in the size structure of Canadian retail outlets will 
continue.” 


*3See Paul Gibson, ‘‘Night-~shopping Lights Burning Everywhere in Spite of Noisy 
Opposition, Legal Jousting,’’ The Financial Post, July 11, 1964. 


24For a discussion cast in broader terms which supports the same conclusion, see 
M.S. Moyer, ‘‘The Roots of Large Scale Retailing,’’ Journal of Marketing, Vol. XXVI, No. 4 
(October, 1962), pp. 56-59. 
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Chapter Four 


DEPARTMENT STORES 


The modern Canadian department store’ is the product of a long 
evolution. Its precursors were the general stores and dry goods stores of the 
early nineteenth century.’ In the latter half of the nineteenth century, some 
proprietors of urban outlets began to add new departments and services, with 
the result that the broad outline of the department store began to emerge. 
For example, Timothy Eaton, who had opened a small, low-priced dry goods 
store in Toronto in 1869, began to add such lines as jewellery, hardware, 
house furnishings, toys, and drugs, until by the 1880’s Eaton’s had become 
a full-fledged department store. Most other department store organizations in 
Canada developed in a similar way. The extension of department store 
operations continued with the addition of mail-order catalogues beginning in 
the 1880’s, and of mail-order offices beginning in 1916.3 Up to World War I, 
the department store ‘‘enjoyed a sober and wholesome growth... the founda- 
tion for the huge structures which developed after the War.’’* By 1930, 
department store organizations were operating 148 outlets ranging from full- 
scale merchandising concerns to mail-order offices, and their aggregate 
sales of $355 million represented 12.9 per cent of Canada’s retail trade. 
This meant that, in terms of sales, the department store had come to rival 
the food store as the most important single kind of outlet in the country 


(Table 3.5). 


The extent of concentration in the department store field around this 
time was noted by Canada’s first Royal Commission on Price Spreads, 
which calculated that, in 1929, the three largest department store organiza- 
tions accounted for 80 per cent of all department store sales, and added 


1For the definition of a department store organization as employed by the Dominion 
Bureau of Statistics, see Appendix 4.A. 


2For a description of some of these stores and highlights in the commercial life of 
Toronto during and following its initial period of settlement, see Jesse Edgar Middleton, 
Municipality of Toronto, Canada—a History, Vol. II (Toronto: The Dominion Publishing 
Company, 1923), pp. 501-511. 


5For a brief history of several Canadian department store organizations, see John 
William Ferry, A History of the Department Store (New York: The MacMillan Company, 1960). 
For accounts of the history of the T. Eaton Co. Limited, see George C. Nasmith, Timothy 
Eaton, a Biography (Toronto: McClelland and Stewart Ltd., 1923); and Mary-Etta Macpherson, 
Shopkeepers to a Nation (Toronto: McClelland and Stewart Ltd., 1963). For an account of the 
history of the Robert Simpson Co., see C.L. Burton, A Sense of Urgency (Toronto: Clarke, 
Irwin & Co. Ltd., 1952). 


4Report of the Royal Commission on Price Spreads (Ottawa: King’s Printer, 1935), p. 201. 
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that ‘‘the concentration of business in the hands of a few companies is far 
greater than in any other country for which information is available.’’> The 
T. Eaton Co. Limited alone operated more than 80 of the 148 outlets in 
operation during 1930.° (By 1961, the degree of concentration in this field 
had declined only marginally. The three largest organizations still accounted 
for over 70 per cent of the sales made in Canadian department stores.’) 


A number of factors had contributed to the rise of department stores. 
Possibly the most significant was the remarkable population explosion 
which occurred between 1901 and 1921. During this period, more than 3.4 
million persons entered the country, increasing the population of Canada by 
nearly two thirds in a twenty-year span.° While much of this immigration was 
to the wheat-growing areas of the West, the large population influx resulted 
in a rapid growth of urban centres, thereby creating concentrated markets 
which could support sizable retailing operations. The shift to factory-made 
clothing, including fashion apparel, encouraged the development of suitable 
retail outlets. The extension of the railways facilitated the assembly of 
broad product assortments from distant suppliers, and the improvement of 
postal facilities made possible a more efficient movement of goods to 
customers in rural areas. Steadily improving forms of interurban transporta- 
tion, including the automobile, as well as the development of newspaper 
advertising, made it possible for a downtown store to attract people from 
wider trading areas. The escalator and the elevator helped to solve the 
logistics problems involved in moving large quantities of goods and large 
numbers of people within a big, multi-level retailing facility. The acceptance 
of the one-price system in lieu of individual price negotiation made it 
possible for merchants to operate larger outlets by delegating selling 
activities to a corps of clerks. Like other new institutions in retailing, 
then, the department store was a product of its times. 


The importance of department stores in the retailing structure of the 
provinces varies widely from one part of the country to another. In 1966, the 
share of provincial retail sales held by department stores ranged from 13.9 
pet cent in Manitoba to 5.7 per cent in New Brunswick (Table 4.1). 


Two provinces—Ontario and Quebec—have consistently contributed 
more than 50 per cent of all department store sales since 1930 (Table 4.2). 


SIbid., p. 2U7. 


®Data obtained from Miss Judith McErvel, Archives Office of the T. Eaton Co. Limited, 
Toronto, June 22, 1966. 


7Data obtained from the Financial Post Corporation Service, Toronto, June 6, 1967. 


®Canada, Dominion Bureau of Statistics, Census of Canada, 1951, Vol. I, Table 1, p. 1-1. 
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However, Alberta and British Columbia are of growing importance in the 
geographic pattern of department store sales in Canada. In 1930, these two 
provinces jointly accounted for 19.4 per cent of the total; by 1966, the 
proportion had grown to 28.9 per cent. This increase is attributable both to 
the development of new department store structures and to the growing 
volume of business done through existing retail outlets, mail-order offices, 
and direct mail. 


Table 4.1 — Department Store Sales as a Percentage of Total Retail Sales, 
by Province, Canada, 1930, 1941, 1951, 1961 and 1966 


Dretiice Percentage 

1966 

Dec. pec: pic. p.c. pac. 

Newfoundland bi..s)sfers si-c.s % 2,0 cu Sas 
Prince Edward Island........ 8.6 
NOVAS COLIG ge fe inicl ss itsieue,tcvticpsienate 6.9 
INGW. BUNS Wick cisions oles « a: otis teh 
PDUSDECITE oo hides tis tie Pree sorsioice Bhs 6.0 
RE ATION ee oisgecd alot hal: «pele & oyote Tah, 
BA RILODO cect, ayeiic eke levhle <i-050 9 is)01s 13.9 
DBA SKSLCNE WAND .i2eiatelorsieisvejerencie O27, 
DOPE A iictuinis ted oie.cis ois" 605 0 11.0 
Deritishse OUINOIE® <ie.sce sé fe ns ote 14.3 

Canada, total ce. Pees Sees 12.9 11.0 8.5 8.6 8.5 


8Includes Yukon and Northwest Territories. 


SOURCES: DBS, 1931 Census of Canada, Vol. X, Table 1A, pp. 6-7 and various provin- 
cial tables; 1941 Census of Canada, Vol. X, Table 5, pp. 48 -117; 1951 Census of Canada,Vol. 
VII, Table 1, pp. 1-1 to 1-23; 1961 Census of Canada, Cat. No. 97-501 (Vol. VI, Part 1), 


Table 1, pp. 1-1 to 1-24. 
Department store data for 1966 were derived from unpublished DBS worksheets (see Table 


4.4, Sources). 
Retail trade data were derived from Table 3.5 and unpublished DBS worksheets (see 


Appendices 3.B and 3.C). 


While department stores advanced rapidly before 1930, their growth 
since then has been quite slow. Between 1930 and 1966, total sales of 
department stores increased six times. But over the same period total retail 
trade increased almost ten times. Consequently, the share of the market 
held by department store organizations declined from 12.9 per cent in 1930 
to 8.5 per cent in 1966—a drop of over one third in three and a half decades 
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(Table 4.1). If one excludes from retail trade those products which depart- 
ment stores do not normally sell’— automobiles, alcoholic beverages, and 
building materials, for example — then the decrease is more modest, but it is 
still substantial (Table 4.3). On either basis, the decline in the department 
store’s share of the market is one of the most notable trends in the data on 
Canadian retailing. 


The decline has been general in every province (Table 4.1). Between 
1930 and 1941, it occurred in all but two small provinces, and between 1941 
and 1951 it appeared in all of them. Between 1951 and 1961, department 
stores held their own at the national level, but lost position in four prov- 
inces. Between 1961 and 1966, their market share slipped in all but three 
provinces and shrank slightly in the country as a whole. The result is that 
in every province the sales of department stores were a smaller proportion 
of retail trade in 1966 than in 1930. Therefore, the trend is not attributable 
to conditions which are short-lived or limited to a few provinces. 


Nor is it due to factors affecting only mail-order operations or store 
operations. Since 1951, a growing proportion of the sales of department 
store organizations has been derived from mail-order offices while a 
decreasing proportion has come from direct mail orders sent to mail-order 
houses.’® This shift occurred in virtually every province. In terms of their 


contribution to the total sales of department store organizations, however, 


these trends were offsetting; that is, the relative importance of total ‘‘mail’’ 
as opposed to total “‘over-the-counter’’ sales is almost unchanged. Thus the 
declining proportion of total retail trade accounted for by department store 
Organizations is not the net result of opposing trends in ‘‘mail’’ versus 
“‘store’’ sales. Both have decreased as a proportion of retail trade in 
Canada, and both to about the same degree. 


The future of department stores in Canada has been the subject of 


_ wide speculation. There can be no doubt that their total sales will increase; 


the question is whether their market share will rise. The answer will hinge 
on the response of department store managements to three major trends: the 


_disinclination of shoppers to visit downtown stores, the spread of pre- 
retailing, and the decreasing proportion of the shopper’s dollar allocated to 


clothing and footwear, furniture, and house furnishings. 


The first—the increasing isolation of the downtown store—is the 


trend most evident to all. Historically, the department store has dwelt in 


the city core—a logical location for a major outlet dealing heavily in 


°Whether department stores ‘‘normally’’ sell specified commodities must be decided 
arbitrarily; in Table 4.3, for example, meals and lunches were excluded while food sales 
were retained. Similarly, new and used passenger car sales were omitted, while sales of 
automotive parts and accessories, including gasoline and oil, were retained. 


se confidential nature of the data on which this paragraph is based prevents their 


‘+ publication. 
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shopping goods and specialty goods. However, with the exodus of consumers 
to suburbia and the increasing deterioration and congestion of downtown 
shopping areas, the downtown department store has become increasingly 
isolated from a growing and prosperous segment of the market. Department 
Stores have attempted to respond to this alienation in two ways: through the 
opening of suburban branches and through the rehabilitation of central 
shopping areas. 


How important is the movement of department stores to the suburbs? 
In 1964, one department store organization estimated that ‘‘the additions to 
selling space that have been made [in the suburban areas of Toronto] 
amount to more than 70 per cent since 1955, over the point of growth 
achieved in the first 85 years of our operation.’’! As shown in Table 4.4, 
department store branches located in shopping centres contributed over one 
sixth of all business done by department store organizations in 1964, as 
compared to only about one twenty fifth in 1956. 


These data have important implications for the future development of 
department store organizations in Canada. If the trend described in Table 4.4 
continues, by the later 1960’s from one fifth to one quarter of the business 
done by these firms will be derived from outlets operating in suburban 
shopping centres. However, the degree to which this reorientation of the 
department store can take place will depend to some extent on the future of 
the shopping centre. The success of a shopping centre usually rests heavily 
on the drawing power of its major tenant — which is more often than not a 
branch of a major department store organization. At the same time, the 
success of the department store rests heavily onthe fortunes of the shopping 
centre as a whole. It may be that department store branches located in 
shopping centres can capture a larger proportion of total department store 
sales than they now enjoy—they have been able to do so in recent years 
(Table 4.4). On the other hand, they appear to have no larger a share of 
Shopping centre sales than they did in 1956. Therefore, there is not yet 
sufficient evidence for one to conclude that department stores will increase 
Significantly their share of Canada’s retail trade by capturing a larger share 
of the sales in shopping centres. 

In another response to the deterioration of the central city, department 
Store managements are looking to urban renewal and the rehabilitation of 
downtown shopping districts. Such developments will require careful planning 
and the outlay of very large amounts of money. They will also require an 
‘unprecedented degree of cooperation between private business, municipal 
authorities, and provincial governments. 


TS Butler, Director, The T. Eaton Co. Limited, ‘‘Retail Merchandising,”’ an address 
| given at the 1965 Business Outlook Forum at the University of Toronto, November 25791 96S% 


105 


TRENDS IN CANADIAN MARKETING 


Table 4.4— Department Store Sales in Shopping Centres as a Proportion 
of Total Department Store Sales and of Total Shopping Centre Sales, 


Canada, 1956-1964 
pares 98 96 
pecs p.c. pics p.C. PeC. 
cemnact. | fafa [os 
department store sales....- 4.4 5.3 6.1 7.8 8.3 
shopping centre sales...... 23.8 18.0 18.0 18.1 16.0 


As a proportion of total 

department store sales..... 1 i PS. 14.6 18.6 
As a proportion of total 

shopping centre sales..... ; 17.4 18,2 1825 2003 


SOURCES: Canada, DBS, Shopping Centres in Canada, 1956, Reference Paper No. 87, 
Cat. No. 63-504, Table 2, pp. 6-7; DBS, Shopping Centre Supplements, Retail Trade, 
1957-1960, Cat. No. 63-209, various tables; DBS, Shopping Centres in Canada, 1961-1963, 
Cat. No. 63-214, Table 1, pp. 8-9; DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, 
Table 1, p. 7 (1964 department store figure was derived from unpublished DBS worksheets); 
DBS, Retail Trade, 1930-1961, Cat. No. 63-505, Table 2, p. 6. Total department store sales,. 
1962-1964, are estimates based on intercensal department store sales trends described in 
the DBS publication Department Store Sales and Stocks, Cat. No. 63-002, various issues. 


A second trend which raises difficult problems for department store 
organizations is the tendency for manufacturers to preretail their lines. As 
noted in Chapter 2, preretailing tends to shift control of several marketing 
functions, especially the selling function, from retailers to suppliers, 
thereby eroding the shopper’s loyalty to particular stores. A retailing 
organization can respond to this challenge in at least three ways: by 
developing outlets which are more accessible to the patronage-indifferent 
shopper, by promoting private brands to strengthen store loyalty, and by 
emphasizing the sale of products and services which, because they cannot 
be preretailed, cannot be sold through many kinds of competing outlets. 


Canadian department stores are employing all of these strategies. The 
first is manifested in the opening of suburban branch stores as discussed 
above. The second is seen in the increasing emphasis on department stores’ 
own brands bought to the retailer’s specifications. The third is reflected in 
the efforts of department store organizations to emphasize the sale of 
shopping goods and specialty goods, in the continued upgrading of the mail- 
order catalogue, and in a more systematic search for services which can be 
successfully vended through a major retail store. 


The future strength of department store organizations in Canada’s 
retail structure will also depend on their ability to adjust to a third trend: 
the changing mix of commodities which flows through domestic trade 


106 


DEPARTMENT STORES 


channels. As Table 4.5 shows, the commodity mix of department stores has 
remained essentially the same since 1930. More than two thirds of depart- 
ment store sales are derived from four major commodity groups: clothing 
and footwear, furniture, house furnishings and supplies, and appliances. In 
the first three of these product areas, department store organizations have 
suffered a significant loss in market share since 1930 (Table 4.6). Here one 
sees the major areas of loss to other kinds of outlets which compete directly 
with department stores and their mail-order catalogues. 


However, a full understanding of the changing position of department 
stores requires that one also examine several product fields in which they 
have not been active — and here one observes another development which is 
unfavourable to department store organizations. As noted earlier, one of the 
major changes in the composition of retail trade in Canada since 1930 has 
been the very marked shift to automobiles and automotive products, including 
gasoline. As indicated in Table 4.6, department stores have an insignificant 
share of this large and increasing segment of retail trade. Hence, as the 
composition of Canada’s retailtrade shifts from clothing, footwear, furniture, 
and house furnishings to automobiles and automotive products, the depart- 
ment store ceases to be “‘The Universal Provider’’’? and becomes exposed 
to a decreasing proportion of the shopper’s dollar. Quite aside from its 
performance then. the potential of the department store has declined. The 
nost exhaustive study of the subject in the United States draws these 
conclusions: 


Department store management for the most part has been aware of the 
declining competitive position of their stores. Yet in many cases, attempts to 
correct the situation have been postponed or never undertaken. This apparent 
apathy can probably be explained by the increasing dollar volume... .[of | 
department stores. This has evidently met with satisfaction in most cases. 
However, management of the more alert and progressive department stores 
have been and still are concerned with the loss of their competitive position 
in the economy and have taken positive steps to alter this trend. 

The modernization of downtown shopping facilities, the improvement of 
existing physical plants, and tremendous’ geographical expansion into 
suburban branch stores are the chief methods that have been employed by 
department stores in an attempt to counteract this trend. In contrast, the 
expansion of merchandise lines in accordance with consumer expenditure 
patterns have been given very little, if any, over-all consideration... 

: ...Yet...geographic expansion as a main avenue of approach has not 
: provided department stores with sufficient additional volume to keep pace 
with total retail sales. If this continuing downward trend in relation to total 
retail sales is to be reversed, merchandise line expansion on a large scale 
must be undertaken by department stores | italics ours |. 


| 


12This apt slogan was employed by William Whitely to dramatize the development of his 
London dry goods store into a department store during the 1860’s. See Frank M. Mayfield, The 
Jepartment Store Story (New York: Fairchild Publications Inc., 1949), p. 36. 


13Robert David Entenberg, The Changing Competitive Position of Department Stores in 
‘the United States by Merchandise Line (rev. ed.; Pittsburgh: The University of Pittsburgh 
. a 1961), pp. 31-32. 
| 
| 
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Table 4.6—Department Store Sales by Commodity as a Percentage of Total 
Sales of Each Commodity, Canada, 1930, 1941, 1951 and 1961 


Commodity 1930 1941 1951 1961 


D-¢. 
Total, all types of commodities ....... 8.6 
1. Clothing and kindred products ........+- 32.4 
Men’s andboys’ clothing and furnishings 29.1 
Women’s and children’s clothing and 
fUTNIS HINES Wiles « c's ss 616 6 ¢ o1els dare ese goen 
Shoes and other footwear ....c.ccccvces 26.0 
Dry goods and notions ...eeceecceeeee 46.9 
2. House furnishings ...ccccccccccccccces 42.9 
So Furniture |... . cs sie cc ose ee secs oe ee ese 6 5 24.3 
4. Household appliances (excluding radios, 
record players and television sets).... 27.4 
Electrical appliances and supplies.... 29.0 
Non-electrical appliances and supplies 12.2 
5. Music and radio .cccccccveccccccccsece 33.6 
Musical instruments and accessories .. 45.8 
Radios, record players and television 
SEES. Be o avs clos be) eee laloterete S16 6 wale © 6-0 6 30.8 
6. Food and kindred products ....cccccceee 1.6 
7. Household supplies ..cccccccccecccvces 19.1 
8 Drugs and drug sundries ....ccececcsoee 8.3 
Q. Sporting ZoodS...cccccccccscsecscseccces 22.2 
Sporting and recreation equipment..... 23.4 
Bicycles, motorcycles and parts ...... 15.2 
10. Paper goods, stationery and books ...... 13.3 
11. Toys, games and small wheel goods..... 50.3 
12. Jewellery, silverware, clocks and watches 15.1 
13. Automobiles and automotive products .... 0.6 
New passenger and commercial vehicles — 
Used passenger and commercial vehicles — _ 
Parts and accessories, gasoline and oil 0 1.1 
14. Farm and garden equipment and supplies. S 5-2 
15. Receipts from meals and lunches ....... 4.2 rw | 
16. Hardware .ccccccccccccccccccccsccscce 5.0 6.1 
17. Receipts from repairs and services ...... 6.2 3.1 
18. Paints, varnishes, glass and wallpaper .. 15.6 11.1 
19. Cameras and photographic equipment .... 11.4 18.0 
20. Building materials ....ccccccecsccccces 0.9 1.3 
21. Luggage and leather goods ....eeecseeee 50.0 36.3 
22. Cigars, cigarettes and tobacco ......ee.- a 1.6 
23. Office and store equipment and furniture 68.7 
DAccPuel and 1CE.,. 06s belscesiels s ole sels sols e0 a e 
25. Hay, grain, straw and feed ....seececece _ 
26. Alcoholic beverages .ecccccccccvcccees _ -- 
27. Total unaccounted for (including miscel- 
laneous merchandiSe). .cccccccccecceces | 6.4 


8Department store data not available. 


SOURCES: Tables 3.3 and 4.5. 
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The preceding analysis has shown that department stores have passed 
their period of unusually rapid growth and that they continue to face very 
large problems. Whether that continues to be the case will depend on the 
ability of department store managements to respond effectively to suburban 
growth, to the shift in the selling function back to the manufacturer, and to 
a reallocation of spending which favours other kinds of outlets. The 
problems of department stores are not small -—but neither are their reputations 
nor their resources. 
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Chapter Five 


DISCOUNT DEPARTMENT STORES 


During the 1960’s, discount department stores' made their appearance 
in Cariada. By 1966, their sales totalled nearly $350,000,000 (Table 5.1). 
This amount represented about 1.4 per cent of total retail trade in Canada. 
No recent trend in retailing has stirred more attention, speculation, and 
controversy than the rise of this ‘‘new’’ form of retailing. 


Yet neither the discount department store nor the debate which 
accompanied it was entirely new. On the periphery of the retailing field 
there have usually been a number of ‘‘discounters’’ who have attempted to 
sell at prices demonstrably below those of most established merchants.? 
From time to time, discounting in one of its forms has developed a suffi- 
ciently broad appeal to produce a major new form of retailing. The most 
notable examples have been the department store, the mail order house, the 
chain store, and the supermarket. Moreover, each of these new forms stirred 
a controversy not fundamentally different from that which surrounded the 
rise of the discount department store. Hence discounting, discounters, and 
the debate they bring have all been features of North American retailing for 
many generations. If the discount department store was ‘‘new,’’ it had its 
precedents and its predecessors, 


Despite their rather small share of Canada’s retail trade, discount 
department stores constitute a significant addition to Canadian. retailing. 


1Discount stores, especially in the United States, range from bare warehouse-type 


structures selling a limited number of commodity lines, such as appliances or tires, to self- 


service soft-goods supermarkets, to outlets much like modern department stores. Hence, 
there are almost as many definitions of discount stores as there are discounters. To meet 
the definition of ‘‘discount department store’’ as employed by the Dominion Bureau of 
Statistics, an outlet ‘‘must sell the same wide range of goods that are sold in the more 
traditional department stores and be popularly described as a discount operation.’’ Conse- 
quently the term ‘‘discount department store,’’ as used in this section, does not include all 


of the outlets which are sometimes called ‘‘discount houses.’’ Specifically, it does not 


include discount stores which do not sell a range of major appliances or discount stores 


which do not sell a range of apparel. The data collected by DBS and presented in this 


section are similarly circumscribed. For an enumeration of the companies which are covered 
by the definition and the data, see Appendix 5.A. Throughout this section, the term ‘‘discount 
department store’’ refers to the DBS definition and the term ‘‘discount house’’ refers to all 
discount stores, regardless of the range of products carried. 


?For an enumeration of the forms in which off-list pricing appears, see Frank Meissner, 
“American Discount Houses,’’ Cartel, Vol. X, No. 1 (January, 1960), pp. 18-19; and Stanley 
Hollander, ‘‘The ‘One Price’ System—Fact or Fiction?’’? Journal of Retailing, Vol. XXXI, 
No. 3 (Fall, 1955), pp. 127-44. 
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Since 1960 their sales have increased very rapidly; by 1966, their volume 


amounted to over 14 per cent of the sales of all types of department stores 
(Table 5.1). 


Table 5.1— Sales by Discount Department Stores, Canada, 1962-1966 


Sales by discount department stores 1962 1963 1964 


Aol ot: | Reha, See eran Seah sPuabok ¢ Coral Cheb als sso o> 100,545.4 | 152,741.6 | 203,803.8 
As a proportion of total retail trade . p.c. 0.52 0.75 0.94 


As a proportion of sales by all 
department stores4......... Gielar kate x 5.87 8.24 9.90 


SUOLGL See cette «Pee ols « S222. ERS .20$'000 |.8268,530745193457736.0 
As a proportion of total retail trade.. p.c. 15 1.39 


As a proportion of sales by all 
department stores?........ othe hae OL DsCa 12,02 14.13 


4 Includes both regular and discount department stores. Sales of discount department 
stores as a proportion of sales by regular department stores only are as follows: 1962, 6.23; 
1963, 8.98; 1964, 10.98; 1965, 13.66; and 1966, 16.46. 


SOURCES: Canada, DBS, Department Store Sales and Stocks (Discount Department Store 
Supplements), Cat. No. 63-002, Vol. XXXI, No. 4 (April, 1966), and Vol. XXXII, No. 1 
(January, 1967). Revised data for 1962 and 1963 were derived from unpublished DBS work- 
sheets. Total retail sales are shown in Table 3.1. Adjusted department store data were de- 
rived from unpublished DBS worksheets (see Table 4.4). 


The appearance of the discount house, first in the United States,’ 
then in Canada, was not entirely fortuitous. On the contrary, a number of 
changes in the North American market had widened the opportunity for a re- 
tail outlet of the discount house type. Rising personal incomes after the 
1930’s, the release of spending power after World War II, the postwar ‘“baby 
boom,’’ and the consequent surge in housing acted together to produce an 
unprecedented market for most products and especially household durables. 
It was equally important that many of these goods were in large measure 
preretailed: 


...It is the manufacturer himself who does most of the work: he pre-sells by) 


national advertising a product thathas been made almost foolproof by research 
and strict production quality controls requirements; he supplies point-of-sale 


promotions and shows how to use and take care of the materials; he often’ 


carries all stock except for floor samples and even makes direct delivery to 
the final consumer; he gives a performance warranty, and provides demon- 
strators to sell the product; he protects the retailers’ floor stock against 
price decline.‘ 


3For an exhaustive study of the rise of discount houses in the United States, see 
Hearings of a Subcommittee of the Select Committee on Small Business, United States Senate, 
Eighty-fifth Congress, June 23-25, 1958, on the Competitive Impact of Discount-House 


Operations on Small Business (Washington, D.C.: United States Government Printing Office, 
1958). 


‘Meissner, op. cit., p. 36. Preretailing is also discussed in Chapter 2. 
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Because it relieves the retailer of some of his prior responsibility for 
Selling, storage, and risk-taking, preretailing reduces expenses and accel- 
erates the movement of goods at the retail level. In so doing, it creates 
opportunities for minimum-service retail outlets operating on low margins 
and geared to rapid turnover. In the food field, the consequence of pre- 
retailing was the supermarket; in other product lines, its counterpart had 
yet to appear. Nevertheless, the ground had been prepared: 


The manufacturer who advertises his brand so widely and so heavily as to 
make it a household word aids and abets the discount house in building its 
business. Consumers are led to rely on the manufacturer’s honesty and 
fabricating skill, instead of on the retailer’s knowledge and judgement, for 
assurance of satisfaction in the use of the product. In other words, the 
manufacturer creates that faith in his brand which...makes it feasible for 
consumers to buy his product through any outlet.. .° 


It was natural, then, that ‘‘as self-service spread outside the Supermarket 
...customers took their supermarket shopping habits with them.’” In all of 
these ways, the times were propitious for the extension of Supermarket 
methods to other products, notably appliances and ‘‘soft goods.”’ 


In addition, those who were attracted by the opportunity found no 
insuperable barriers to entering the retailing field as discounters: 


In personal terms, requirements for entry were low, for a number of reasons. 
The retailing of household durables, like many other retailing fields, was 
characterized by relatively small retailing units, and there were no strongly- 
established, dominant firms.... Administrative skill and education were 
relatively unimportant, at least at the founding stages. Previous experience 
in the field appeared to be of some benefit insofar as it ae arp *fconnec- 
tions’’ and sharpened merchandising skills, but not essential |sic}. More 
important were boundless energy, a willingness to take a risk and a ‘‘feel’? 
for what consumers wanted and would respond to in terms of merchandise and 
promotional devices... 


Capital requirements were also relatively low.... No large plants or 
vast amount of fixtures and equipment was necessary. Such supplementary 
services as had to be offered could be let out to specialized agencies. 
Inventory requirements were not exacting, because of the proximity of the 
wholesaler; the availability of excellent catalogues and large showrooms 
maintained by distributors, public utilities, and others; and the correspondingly 
high rate of stock turn.’ 


| Another potential barrier to entry — the unwillingness of manufacturers 
to supply nationally-branded merchandise — also proved to be a temporary 
difficulty rather than a permanent obstacle. To operate on a ‘‘cafeteria’’ 
basis and to demonstrate its claim to lower prices through comparative 
Shopping by the consumer, the discount house, like the supermarket, must 


5Ralph S. Alexander and Richard M. Hill, ‘‘What to Do About the Discount House,”’ 
Harvard Business Review, Vol. XXXIII, No. 1 (January - February, 1955), p. 58. 


S««The Power of Proper Packaging,’’ Business Week, No. 1851 (February 20, 1965), p. 92. 


{D.SiR. Leighton, ‘‘The Discount House,’’ The Business Quarterly, Vol. XXII, No. 1 
ISpring, 1957), pp. 29-30. 
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offer some national brands. Manufacturers (and their major retail accounts) 
have sometimes been unwilling to have their well-established brands sold in 
outlets which were not also well established. Discounters managed to over- 
come this resistance fairly well, first through various ‘‘back-door’’ methods 
of obtaining national brands and later through the growing acceptance of 
discount outlets by shoppers and therefore by manufacturers themselves.* 


In summary, the discount house was a logical if not an inevitable 
response to emerging opportunities in the North American market in the 
post-war years. It illustrated again that “‘the history of retailing is one of 
changing institutions in an effort to fit retail establishments to the needs 
of each particular period.’” 

Yet it was not until 1960, several decades after the appearance of 
discount houses in the United States, that the first Canadian discount 
department store opened in Toronto. There were probably several reasons for | 
the lag. To be viable, a discount operation must achieve unusually high 
levels of stock turnover. This, in turn, requires unusually high sales per 
outlet —in Canada, their average annual volume has been in the order of 
$3,650,000 per outlet, compared with an average of somewhat over $100,000 
for all retail outlets.2° Moreover, these substantial volumes must be 
generated, at least initially, from that segment of the total market which is 
prepared to buy in a retail outlet which is unfamiliar in name, uncertain in 
reputation, and unorthodox in operation."* In Canada, very few trading areas 
meet these requirements: major cities are scarce and scattered, shoppers 
are alleged to be more conservative than their American neighbours, and the 
leading department store organizations are much more dominant than in the 
United States. In short, the Canadian market has offered relatively few 
niches of the size and kind which are necessary to support retail outlets 
modelled on the American discount house. As a result, Canadian discount 
department stores have been heavily concentrated in the two central prov- 


inces; more than three quarters of their sales were drawn from Ontario and 
Quebec in 1966 (Table 5.2). 


One other aspect of the Canadian setting may have delayed the ap- 
pearance of discounting in this country: the absence of ‘‘fair trade’’ laws. 
In many parts of the United States, fair trade laws allowed manufacturers to 


®For an enumeration of the ways in which discount houses overcame this difficulty in 
the United States, see Meissner, op. cit., p. 24. 


°Charles F. Phillips and Delbert J. Duncan, Marketing: Principles and Methods 
(5th ed.; Homewood, I11.: Richard D. Irwin, Inc., 1964), p. 134. 


Op; 
: Figures on average sales per discount department store outlet were obtained from 
unpublished DBS worksheets; for retail outlets, from Table 3.12. 


Ustuart U. Rich and Bernard Portis, ‘‘Clues for Action from Shopper Preferences,”’ 
Harvard Business Review, Vol. XLI, No. 2 (March-April, 1963), pp. 139-49. 
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Table 5.2 — Sales by Discount Department Stores, by Province, 1962-1966 
RBS 2 SR eA Td AT AA GR 


Sales by discount department stores 


Province 
$’000 $000 $’000 
Atlantic Provinces ..... a 
UC cpapageetdains Miia sabi 8) Bee } Shade had ae wis 
RL ATLO Ge x se6chos ake a 60 «, 4. GO,9oL, I")  97,570.7 | 132,070.35 | LOS, 755.5 1 201, 18707 
BEAULLLODE yy sie 6 3 «sie 0 a a a a 20,238.4 
Other provinces........ 30,494.35 | 59,170;9 |S18,617.6 | 35,540.2 | 57,138.03 


RL GGA a eee 100, 445.4 | 152,741.6 | 203,803.8 | 268,531.4 | 345,736.0 


Percentage distribution of sales by 
discount department stores 


1962 1963 1964 1965 1966 
pie. Dat. p.c. pc; 


Atlantic Provinces ..... a 

OE os ae ee Gee a ee 19.4 
ERTLO Csig Hie Sass is bie aya 58.2 
ERE O DBs oben is ta 91 <0. gree 5.9 
Other provinces........ 16.5 


9,1 13.4 
.O 


33.3 
Ota Oi Mirs.3 heheh ele 100.0 100.0 100.0 100.0 


Sales by discount department store 
as a proportion of provincial sales 


1962 1963 1964 1965 1966 
pc: pec: Decl po 


Atlantic Provinces ..... a 
ES ee Peart 1.06 
EN 55 Sean scsnn 0 058 2.16 
fe) SEE ae 1.68 
Other provinces........ 0.72 
UES SIAC 0.52 0.75 0.94 1aks 1.39 


8Figures included in totals for ‘‘Other Provinces,’’ in order to avoid disclosure of indi- 
vidual operations. 
SOURCES: The provincial distribution of discount department store sales (1962-1966) 


was derived from unpublished DBS worksheets. Provincial retail sales were derived by bringing 
forward the 1961 sales of $18,105,173,000 on the basis of current estimates in Canada, DBS, 


Retail Trade, Cat. No. 63-005 (see Appendix 3.C). 
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impose minimum retail prices on their products. Under the protection of 
these laws, list prices had become ‘‘sticky’’ and retail margins had begun 
to ossify. ‘‘Retail margins which were originally established to compensate 
for the performance of certain functions were perpetuated...even though 
some of the functions were shifted forward to the consumer and backward to 
the manufacturer....’’!2 Thus, fair trade prices and margins served as 
inflated, well-marked, and stationary targets for the ‘‘off-list’’ pricing of 
American discount houses. Moreover, as the discounting of well-known 
brands became prevalent, even major manufacturers found that the cost of 
policing the discounter was prohibitive. Ultimately, then, the American fair 
trade laws probably encouraged the discounting they were designed to 
prevent. In Canada, on the other hand, where resale price maintenance was 
illegal’? and where suggested retail prices could not be as rigorously 
enforced, discounters found it more difficult to establish their claim to a 
clear price advantage. 


Whatever its causes, the relatively late appearance of the discount 
department store in Canada was in keeping with an historic pattern: the 
department store, the corporate chain, the voluntary chain, and the super- 
market all appeared later in Canada than in the United States. 


Because they were relatively late to appear, Canada’s first discount 
outlets took a rather different form than their American predecessors. It has 
been observed that each major new form of retailing has changed with the 
passage of time and that it has done so according to ‘‘a more or less 
definite cycle’’: 


[The discounter] ...attracts the public on the basis of the price appeal made 
possible by the low operating costs inherent in his innovation. As he goes 
along he trades up, improves the quality of his merchandise, improves the 
quality and standing of his store.... Then, if he is successful, comes the 
period of growth... 


During this process of growth the institution rapidly becomes respect- 
able in the eyes of both consumers and investors, but at the same time its 
capital investment increases and its operating costs tend to rise. Then the 
institution enters the stage of maturity. It has a larger physical plant, more 
elaborate store fixtures and displays, and it undertakes greater promotional 
efforts.... The maturity phase soon tends to be followed by topheaviness, 


127 ames M.A. Robinson, ‘‘The Discount House: A Challenge to Canadian Retailers,’’ 
Retail Trends (published by Retail Merchants Association of Canada Inc., n.d.), p. 5. 


13For a summary of the merits and demerits of resale price maintenance in Canada, see 
the Interim Report of the Committee to Study Combines Legislation on Resale Price Main- 
tenance (Ottawa: The Queen’s Printer, 1952), pp. 51-72. 


M4The president of one major Canadian department store organization has claimed that 
this factor also explains the relatively low penetration of. discount houses in the western 
provinces: ‘‘Competition in the West always made it necessary for retailers such as ourselves 
to operate with slim markups, thereby not allowing the growth of a favourable climate for 
discount stores. On the other hand, the eastern businessmen deserved the discounter, since 
they placidly allowed the discounter to come in and take advantage of the large margin 
umbrella which they held.’’ From an interview on March 5, 1964; anonymous on request. 
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too great conservatism, a decline in the rate of return on investment, and 

eventual vulnerability. Vulnerability to what? Vulnerability to the next 

revolution of the wheel, to the next fellow who has a bright idea and who 

starts his business on a low-cost basis, slipping in under the umbrella that 

the old-line institutions have hoisted.}5 

In the United States, discount houses have moved rapidly through this 
institutional cycle. When they first appeared in the tate 1930’s, they were 
roughly equivalent in form to the crude ‘‘pineboards’’ which had preceded 
the supermarket; within two decades, they had matured to such an extent 
that they were more akin to the supermarket itself. When discount houses 
appeared in Canada in 1960, they were modelled on a later version’*® which 
then existed in the United States. Their buildings and fixtures were new 
and they were designed and laid out with an eye to pleasant decor as well 
as low-cost operation. Often they were located in shopping centres (Table 
5.3). Many of them offered a fairly broad range of goods, including soft lines 
and groceries, and most of them provided free parking, credit, and delivery 
service. None of these features were characteristic of the first American 
discount houses. In a sense, then, Canada’s first discount outlets had 
“traded up’’ before they ever appeared. 


Table 5.3 — Sales by Discount Department Stores in Shopping Centres, 
1962 -1965 


Sales by discount department 


, : 1962 1963 1964 
stores in shopping centres 


1965 


As a proportion of total sales by 
discount department stores...... 


As a proportion of total sales 
in Shopping centres 2.4.6... o0.006 


@Shopping centre data not available at date of publication. 


SOURCES: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, a5 Se 
Sales of discount department stores in shopping centres were derived from unpublished DBS 
' worksheets, 


5M .P, McNair, ‘‘Significant Trends and Developments in the Postwar Period,’’ in 
A.B. Smith (ed.), Competitive Distribution in a High-Level Economy and Its Implications for 
_the University (Pittsburgh: University of Pittsburgh Press, 1958), pp. 17-18. Perhaps the most 
vivid illustration of this process as it applies to discount houses is to be seen in the history 
of E.J. Korvette; see ‘‘The Spectacular Rise of E.J. Korvette,’’ Fortune, Vol. LIV, No. 5 
(November, 1956), pp. 122ff.; and Isadore Barmash, ‘‘Korvette Sailing Rough Retail Seas: 
Mighty Mass Marketing Firm Faces Massive Reorganization at the Top,’’ The Globe and Mail, 
June 16, 1965. 


| This refers to the “‘soft-goods supermarket’’ which originated in New England in the 
mid-1950’s. For a description of this kind of outlet and an explanation of the differences 
between it and the earlier American discount house, see Gerald B. Tallman and Bruce 
Blomstrom, ‘‘Soft Goods Join the Retail Revolution,’’ Harvard Business Review, Vol. 
XXXVIII, No. 5 (September-October, 1960), pp. 133-43. For a discussion of Canadian 
discounters dealing heavily in major appliances, and their effect on the Canadian appliance 
industry, see D.E. Tinker, Some Aspects of the Distribution of Television Sets in Canada 
(unpublished master’s thesis prepared for the School of Business, University of Toronto, 
1966). 
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As would be expected, it is in merchandise lines where national 
brands are particularly dominant — for example, photographic equipment and 
supplies, toiletries, cosmetics, and drugs—that discount department stores 
have been most successful in competing with regular department stores in 
Canada (Table 5.4). On the other hand, a relatively small proportion of their 
total revenue—less than 7 per cent—is derived from the sale of furniture, 
major appliances, and home furnishings (Table 5.5). 


Canada’s discount department stores have continued to evolve since 
1960. Several pioneer companies, especially those which were initiated by 
real estate developers and those which began as loose associations of 
leased departments, have gone into bankruptcy or required drastic financial 
and managerial reorganizations. Others have broadened their lines, turned 
to merchandise of higher quality, adopted private labels, offered a wider 
range of services, moved to more highly centralized forms of internal 
organization, de-emphasized the term ‘“‘discounter,’’ and in general adopted 
a posture more accurately described as that of a “‘promotional’’ department 
store.’’ At the same time, several major food and variety chains have 
entered the field; in fact, these ‘‘traditional’’ organizations now account for 
more than half of the sales of discount department stores in Canada.** In 
many respects, then, discount department stores are ceasing to be dis- 
counters. 


This is not to say that they do not offer ‘‘bargains.’’ The price which 
the shopper pays includes not only an outlay of money but an expenditure of 
time and energy. Postwar affluence has made shoppers more inclined to 
spend money and less inclined to spend time and energy. Yet patronizing 
some outlets continues to involve substantial outlays of the latter kind — 
lengthy trips in heavy traffic, competition for parking space, the acceptance 
of unattractive store interiors, and the inconvenience of locating and deal- 
ing with ineffective salesclerks. In these very real ways, many existing 
stores have become high-cost outlets. In contrast, the newer discount 
department stores have usually been conveniently located, adequately 
supplied with parking space, accessible during the evening hours, attractive 


17The wisdom of this strategy has been the subject of some debate. Some have urged 
that ‘‘we must never forget that we have made our success thus far by catering to the mass 
public. It is not our role to supply the class market, nor do we have the necessary tools with 
which to compete and beat those whose business it is to serve this market.’’ Alfred Morse, 
quoted in Harlow G. Unger, ‘‘Discounters’ Financial Trouble Good News for Supermarkets,’’ 
Canadian Grocer, Vol. LXXVII, No. 3 (March, 1963), p. 75. Others take the view that ‘‘if 
they don’t look more like the traditionals, they’11 be out of business in two years.’’ Spokesman 
for a Canadian chain organization, quoted in Beatrice Riddell, ‘‘‘Discounter’ Could Be a 
Dying Word,’’ The Financial Post, January 19, 1963. For a description of the: different 
courses of action taken by some American discount house organizations, see Charles E. 
Silberman, ‘‘The Discounters Choose Their Weapons,’’. Fortune, Vol. LXV, No. 5 (May, 1962), 
pp. 118ff. 


Estimate obtained from unpublished DBS worksheets. 
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and informal in atmosphere, and suitably designed for self-selection. 
Altogether, it is probable that the most important savings now offered by 
many discount outlets are non-monetary. As one observer has put it, 
“department stores are shopping discount houses for prices. They would 
do better to shop for management, general buying and selling procedures.’’?” 


In Canada, it will be some years before discounting can be assessed 
in a definitive way. In view of the less hospitable character of the Canadian 
setting, it may well be that discount department stores will not achieve the 
penetration which they have in the United States. But the impact of a new 
retailing institution is not measured by its sales alone. For the foreseeable 
future, the central problem for all Canadian retailers will be to market 
merchandise as efficiently as it is made. By applying the formula of the 
supermarket to a broader range of goods, discounters have spurred the 
efforts of all retailers to achieve that end. Hence, when all the evidence is 
in, the significance of discount department stores will almost certainly be 
found to lie principally in their cathartic effect on other forms of retailing. 
‘‘The growth of these new types of competitors has forced department 
stores, supermarkets, specialty stores chains, and other conventional 
retailers to re-evaluate their store policies, services, pricing, and over-all 
methods of doing business.’’”° 


19Frank Meissner, ‘‘American Discount Houses,’’ Cartel, Vol. X, No. 2 (April, 1960), 
p. 44. For a discussion of the responses available to department stores, see Charles E. 
Silberman, ‘‘The Department Stores Are Waking Up,’’ Fortune, Vol. LXVI, No. 1 (July, 1962), 
pp. 143ff. 


sia on) DE Entenberg, Effective Retail and Market Distribution: A Managerial Economic 
Approach, (Cleveland: The World Publishing Company, 1966), p. 239° 
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CORPORATE CHAINS 


Chain store’ retailing could be said to have taken place in Canada as 
early as 1670, with the establishment of the first of a chain of Hudson’s 
Bay Company trading posts in the northern regions of the country. However, 
these posts were far removed from today’s concept of a chain store organiza- 
tion: selling goods was not an end in itself but served as a method of 
securing goods, usually furs. 


The modern corporate chain originated in the United States in the last 
half of the nineteenth century. The Great Atlantic & Pacific Tea Company, 
the first corporate food chain, was founded in 1859 and the F.W. Woolworth 
Company opened its first variety store twenty years later. Other chain 
organizations followed, but it was not until the first decade of the twentieth 
century that the corporate chain became an important element in the 
distribution structure of the United States. 


In Canada, the chain store appeared somewhat later than in the United 
States. ““Indeed, the development had reached considerable proportions in 
Europe and the United States before chains appeared in Canada inthe form 
of branch systems of the large United States variety and drug companies.’’? 
In the food field, T.P. Loblaw, ‘‘the father of chain store groceteria 
operations in Canada,’’ did not open his first self-service store until 1920, 
although he had operated a chain of full-line corner-store groceterias a few 
years earlier.* In the variety field, the first chain organizations made their 
appearance around the turn of the century.* Prior to the First World War, 
however, the modern chain store had made little impact in this country.° 

1For the Dominion Bureau of Statistics definition of a chain store organization, see 
Appendix 6.A. 


2Report of the Royal Commission on Price Spreads (Ottawa: King’s Printer, 1935), 
Dal: 


3For an account of the early retailing operations of T.P. Loblaw, see Bertram T. Huston, 
“‘The Chain Store,’’ Queen’s Quarterly, Vol. XXXVI, No. 2 (Spring, 1929), pp. 316-17. 


4*For example, Seymour H. Knox opened the first of a chain of variety stores in Toronto 
in 1897, and E.P. Charlton and Co., another variety chain, opened its first stores in Montreal 
and Vancouver in 1898 or 1899. Woolworth’s First 75 Years (New York: F.W. Woolworth Co., 
1954), p. 54. 


SReport of the Royal Commission on Price Spreads (Ottawa: King’s Printer, 1935), 
p. 201; and J. William Horsey, ‘‘Food Distribution in Canada,’’ The Business Quarterly, 
Vol. XXIV, No. 2 (Summer, 1959), p. 71. How different the ‘‘modern’’ chain store is from its 
antecedents, not only in form but in policy, is best illustrated in the chameleonic record of 
the Great Atlantic & Pacific Tea Company. See Roy J. Bullock, ‘‘The Early History of the 
Great Atlantic & Pacific Tea Company,’’ Harvard Business Review, Vol. XI, No. 3 (April, 
1933), pp. 289-98; and Roy J. Bullock, ‘‘History of the Great Atlantic & Pacific Tea 
Company Since 1878,’’ Harvard Business Review, Vol. XII, No. 1 (October, 1933), pp. 59-69. 
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Although Canadian chain stores began later, the period of their most 
rapid growth coincided with that in the United States. In both countries, the 
‘“Ghain store era’’ fell between 1920 and 1930. By 1926, there were nearly 
4,000 chain outlets operating in Canada. Their sales were roughly 
$200,000,000— about 7 per cent of total retail trade. Food chains formed 
the largest single type, with approximately 20 per cent of all chain stores in 
operation. 


Between 1926 and 1930, the chain store boom continued. Another 
4,000 outlets were established and chain sales rocketed to $487 ,000,000, 
this being more than one sixth of the business transacted through all retail 
outlets. Within one decade, the corporate chain had become a major retailing 
form in Canada. Probably no marketing institution in the nation’s history 
has grown with such spectacular vigour during an equivalent period of time. 


The explosive growth of the chains was sparked by a combination of 
forces which were remaking the Canadian market. The first was urbaniza- 
tion. The trend to urban areas had begun at least half a century earlier, but 
the chain store era and the decade preceding it were marked by urbanization 
of an especially propitious kind: they were years during which population 
growth was unusually high in the large urban centres. This acceleration in 
the historic shift to the city reflected ‘‘the impetus towards industrialization 
provided by the First World War and the expansion in the service and white 
collar occupations which took place in larger urban centres during the 
twenties.’’? By 1931, over one fifth of all Canadians lived in urban centres 
of 100,000 or more.° 


It was this kind of market which the chains invaded. In doing so, they 
were able to locate large numbers of outlets in reasonable proximity to one 
another. This produced several advantages: it promoted the economic use of 


®Canada, Dominion Bureau of Statistics, A Decade of Retail Trade, 1923-1933 (Ottawa: 
King’s Printer, 1935), pp. 6-7. The figure of $200 million is based on the crude assumption 
that the sales per retail chain outlet in 1926 were roughly similar to the sales per chain 
outlet in 1930. In 1930, there were an estimated 8,097 chain outlets in operation in Canada, 
with aggregate sales of $487,336,000 or $60,187 per outlet. In 1926, there were roughly 3,800 
chain outlets. Assuming the same average sales per outlet as in 1930, total chain store 
sales would have been $228,710,000. Taking into account the normal increase in sales per 
outlet over the years because of increased capacity of the outlet as well as inflationary 
pressure, an estimate of $200,000,000 would appear to be fairly accurate. 


7Canada, DBS, 1941 Census of Canada, Vol. I, p. 31, For evidence that urbanization had 
begun in Canada at least as early as 1871, see M.C. Urquhart and K.A.H. Buckley (eds.), 
Historical Statistics of Canada (Toronto: The MacMillan Company of Canada Ltd., 1965), p. 14, 
series 18 and 19, 


8Canada, DBS, 1941 Census of Canada, Vol. 1, Table II, p. 29, It should be noted that 
‘‘these figures, being restricted to the incorporated boundaries of urban centres, leave out of 
account the growing influence of metropolitan cities uponthe population growth of the surround- 
ing communities....The trend towards the concentration of populationinlarger urban aggregates 
is consequently understated by these figures.’’ (p. 28) 
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company warehouses, it justified the hiring of superior management per- 

sonnel, and it allowed many units to share the costs and benefits of a 
Single program of advertising and promotion. Urban operations also minimized 
some of the shortcomings of chain stores, especially their relative im- 
personality, their difficulties in responding quickly to unusual local 
conditions, and—a factor which is less important today — their suscepti- 
bility to the charge of ‘‘absentee ownership.’’ In most ways, then, it was in 
urban centres that the chain’s strengths were most telling and its weak- 
nesses least damaging. Therefore, substantial urbanization was a vital 
ingredient in the growth of the corporate chain. 


Another development which helped materially to accelerate the growth 
of the corporate chain was the greater use of automobiles. In 1921, 
approximately 24 per cent of all households owned a motor vehicle; by 
1931, the proportion had risen to 52 per cent.° With the car, proximity 
became more a function of time and less a function of distance. As a result, 
the convenience of the corner store was eroded, and the pulling power of 
the chains’ heavy promotion and lower prices was enhanced. The automo- 
bile also led to a more rapid acceptance of the cash-and-carry policies 
adopted by most Canadian food chains. 


Other facilitating conditions which became increasingly important 
were improved quality control by suppliers; better packaging; the standard- 
ization of packages, varieties, and grades; refrigeration; the spread of mass 
media; and the establishment of advertising agencies and marketing re- 
search houses. All of these developments assisted the chains and their 
‘suppliers to systematize the selling function through preselling, open 
display, and self-selection. 6 


Success begets success. With size and centralized buying, corporate 
chains have been able to win concessions from suppliers in the form of 
quantity discounts and promotional allowances. As the president of one 
Canadian chain organization has said, ‘‘...Certainly we ask our suppliers 
to cooperate when we have a promotion that’s going to help both of us.’’?° 


°Canada, DBS, Canada Year Book, 1936, Table 36, p. 688, and 1931 Census of Canada, 
Vol. V, Table 47, p.942, The ratio of motor vehicles to households is based on the assumption 
that no household possessed more than one automobile. 


a8 Steinberg, as quoted in John R. Lewis, ‘‘Food-store Competition Grows as Quebec 
Chain Pushes West,’’ Canadian Business, Vol. XXXII, No. 10 (October, 1959), p. 54. Those 
who were close to the business report that in the early years of their development some 
chains exercised this powerin a heavy-handed way: ‘‘The pioneers, largely rugged individuals, 
lured by the opportunity of great gain and wholly devoid of altruistic ambitions, saw an 
opportunity to bring food to the consumer at lower costs through the elimination of the so- 
called middleman. This extended itself into lowering costs by large-volume buying at prices 
[sic | often with disastrous results to producers, processors, and manufacturers; by paying low 
wages to employees; by low rents for premises; by obtaining secret discounts and allowances 
to such an extent that restrictive legislation in the United States and Canada became not 
only advisable but an absolute necessity.’’ Horsey, op. cit., p. 71. 
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In the food field, where the practice is probably most common, discounts and 
allowances can exceed one per cent of the cost of all goods purchased by 
corporate chains.'! In a business in which net profits are seldom more than 
2.5 per cent of total sales, these concessions to buying power are not 
unimportant.*? 


But there was another, and more fundamental, reason for the rapid 
advance of the corporate chains. It was that, by applying several of the 
proven principles of production management to the field of distribution, they 
increased the effectiveness of the total economic process. By the 1920’s, 
Canada was an industrialized nation whose farms and manufacturing plants 
had made substantial gains in productivity. By contrast, its distribution 
system was relatively inefficient, especially among the small independent 
stores that dominated the retailing field. In Canada, as in the United 
States, ‘‘the business methods of most retailers and wholesalers prior to 
the development of chains were appallingly wasteful.’’** The times awaited 
an innovation which would strengthen this weakest link in the economic 
chain. 


Without consciously planning to do so,** the pioneers in the chain 
store field adopted and adapted three complementary concepts which had 
enhanced productivity in the manufacturing sector: routinization, centraliza- 
tion, and integration. Routinization is seen in the extensive use of uniform 
procedures to govern the operations of individual units and to co-ordinate 
the activities of the chain as a whole. In effect, corporate chains trans- 
planted Frederick Taylor’s principle of ‘‘the one best way’’ from the shop 
floor to the sales floor. And from routinization came centralization. Central- 
ization is seen in the substantial authority over key decisions which 
resides in the head offices of chains rather than in the individual stores. 
This applies to such matters as store location, layout, personnel, pricing, 


Report of the Royal Commission on Price Spreads in Food Products (Ottawa: Queen’s 
Printer, 1959), Vol. I, pp. 59-60. 


12For a summary of the 1962-66 profits of the major corporate food chains operating in 
Canada, see ‘‘How Much Profit Do Food Chains Make?’’ The Financial Post, April 29, 1966. 


13) ames L. Palmer, ‘‘Economic and Social Aspects of Chain Stores,’’ Journal of Business 
of the University of Chicago, Vol. II, No. 3 (July, 1929), p. 287. 


144That the corporate chain was not ‘‘invented’’ out of a process of deliberation and 
foresight is illustrated by the reminiscences of a leading figure in the development of 
corporate food chains in Canada. Concerning chain stores, he wrote: ‘‘Until the late twenties, 
I question whether even the best or most successful operators had any conception of their 
true function.’’ Concerning supermarkets, he wrote: ‘‘As in so many things, those who look 
back can pontificate and write books on the success of such a phenomenal development, and 
nearly every successful operator will tell you of his foresight and planning as being 
responsible for what we see in North America today. But I do not believe the pioneers in the 


field had any conception of what they were launching on the buying public.’’ Horsey, op. cit., 
pp. 71 and 73. 


128 


CORPORATE CHAINS 


and buying.*® Finally, integration is seen in the meshing of wholesaling, 
retailing, and to some extent manufacturing activities in the chain system: 


In the regular channels, comprised as they are of many small, specialized 
handlers, the product moves forward chiefly by means of numerous buying and 
selling transactions. In contrast, the mass distributor moves it forward on an 
intra-company basis with the orders and requirements of its various parts 
largely supplanting the bargaining transactions of the regular system. 


So ST Oe SO Sl Sy 6.6) 6) 8 6 6) 8) 6.10 £14) O10 8 0.6 © 0 OL. Ons, &.0 © 0 8 eeoeee ee eeeoere eee eee ooeee ew eees 


The number of bargaining transactions and ownership transfers necessary to 
move goods from producer to consumer is thus greatly reduced as compared 
with the regular channels.*® 


These arrangements have their weaknesses. Above all, they tend to 
make the individual chain store more impersonal and less flexible than its 
independent competitor. On the other hand, they have enabled the corporate 
chain to achieve economies of operation. Comparisons of the relative costs 
of distributing goods through chain stores versus independent stores are 
difficult to make, but they do suggest that, on the whole, the chains of the 
1920’s had found a more effective way of moving goods to and through the. 
retail level.’’ It has been said that there is nothing so powerful as an idea 
whose time has come. The corporate chain embodied ideas whose time had 
come. 


Nevertheless, the 1930’s brought a reversal in the fortunes of the 
corporate chain in Canada (Table 6.1). In the first three years of the 


Tt ws easy to equate centralization of authority with autocratic management, and 
decentralization of authority with democratic management. These analogies are erroneous but 
they are widely accepted. As a result, executives have difficulty in being objective when 
discussing the locus of authority within their companies. This lack of candor is especially 
apparent in chain organizations. The fact remains that centralization of authority is a 
characteristic of the corporate chain and a key to its success. ‘*Although the outstanding 
feature of the corporate chain is perhaps the number of its units, this characteristic hardly 
explains its competitive strength. Much more important is its centralized management....’’ 
Thomas A. Staudt, A Managerial Introduction to Marketing (Englewood Cliffs, N.J.: Prentice- 
Hall, Inc., 1965), pp. 247-48. 


ACC. Hoffman, Large-Scale Integration in the Food Industries, Monograph 35, Temporary 
National Economic Committee, Senate Committee Print, 76th Congress, 3rd Session (Washing- 
ton: U.S. Government Printing Office, 1940), pp. 66-67. For a more comprehensive and 
theoretical discussion of the same subject, see David R. Craig and Werner K. Gabler, ‘‘The 
Competitive Struggle for Market Control,’’ in J.H. Westing (ed.), Readings in Marketing 
(New York: Prentice-Hall, Inc., 1953), pp. 46-63. 


7The evidence is probably most convincing in the grocery field: ‘‘...From the results 
of the Census of 1924, the average spread on goods distributed through the wholesaler-retailer 
system in the grocery field was approximately 30 per cent of sales when the margins for both 
wholesale merchant and retail merchant are considered.... The margin of sales, as 
reported...for the larger grocery chains, was 18.2 per cent for the same year, 1924.... In 
1930, the margin for the wholesaler-retailer system...was approximately 26.0 per cent, while 
the combined figure for the chain stores...was 19.1 per cent.’’ Report of the Royal Commis- 
Sion on Price Spreads (Ottawa: The King’s Printer, 1935), p. 217. See also Expenses and 
Profits in the Chain Grocery Business, 1929, Bulletin No. 84, Bureau of Business Research 
(Boston: Harvard University, 1931); Federal Trade Commission, ‘‘Chain Store Inquiry — Prices 
and Margins of Chain and Independent Distributors,’’ Vol. IV, 1933, 1934; and Theodore N. 
Beckman and Herman C. Nolen, The Chain Store Problem (New York: McGraw-Hill Book Con, 
1938), p. 136. It is worth noting that the costs incurred and the prices paid usually covered 
credit and delivery in independent stores whereas they seldom did in chain outlets. Also it 
should be noted that the last two studies above both concluded that the price differential 
between independents and chains was narrowing by the 1930’s. 
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TRENDS IN CANADIAN MARKETING 


Depression, their sales shrank by one third. Thereafter, their sales in- 
creased, but more slowly than for total retail trade. There were two major 
exceptions to this trend. In general, food and variety chains weathered the 
1930’s better than most other retailers, and much better than other chain 
retailers, so that their place in the Canadian retailing structure continued 
to expand. 


During the early years of the Second World War, corporate chains in 
general fared somewhat better than most other retailing firms. Towards the 
end of the War, however, both food and variety chains (which had come 
through the Depression so well) failed to keep pace with other chain stores 
and retail trade as a whole. Between 1939 and 1946, the food chains’ share 
of the grocery and combination store market declined from 31 per cent to 
24 per cent.'* The explanation seems to lie in the scarcity of capital for 
chain store expansion, ‘‘greater flexibility in buying arrangements of the 
independents,...and...individual attention to consumer problems in 
rationing and allocation of shortage items by independents.’’*? Despite these 
difficulties in the food field, corporate chains as a whole weathered the War 
reasonably well: between 1939 and 1945, their share of total retail trade 
advanced from 16.8 per cent to over 19 per cent. 


In the decade following the War, the record of the chains was mixed. 
Food chains thrived. For the first time since 1936 they began to open more 
stores than they closed (Table 6.2). More important, they now moved firmly 
beyond the cash-and-carry store to the supermarket.” This involved a major 
change in policy: ‘‘as in the case of self-service, the development of super- 
markets was opposed by all major corporate chain store operators.’’* By the 


18Report of the Royal Commission on Price Spreads in Food Products (Ottawa: Queen’s 
Printer, 1959), Vol. II, p. 34. Information on limited-line food stores is not available during 
inter-censal years; these stores are included in the DBS classification ‘‘other food and 
beverage stores’’ and in the miscellaneous category. 


19¢<Case Study V: Integration in Retail Food Distribution,’’ The Conference Board 
Business Record, Vol. III, No. 11 (November, 1946), p. 452. 


supermarkets are not defined by the Dominion Bureau of Statistics, nor are they 
identified in its data. Definitions of the supermarket vary, the main differences being the 
minimum annual sales which are necessary if an outlet is to qualify. These minimum figures 
have increased as supermarkets have grown in sales size. Recently, the Supermarket Institute 
set the minimum at $1 million a year, while Super Market Merchandising put it at $500,000 a 
year. If a Canadian supermarket is arbitrarily defined as a combination store (selling 
groceries and meat) with annual sales of $500,000 or more, then in 1961 there were 1,467 
supermarkets in Canada with total sales of $1,853,256,200, This represented about 14 per 
cent of all combination stores and about 64 per cent of the total sales of combination stores 
(Census of Canada, 1961, Cat. No. 97-502 [ Vol. VI, Part 1], Table 8, pp. 8-1 and 8-2). For 
an account of the crude and colourful beginnings of the supermarket based largely on first- 
hand experience, see M.M. Zimmerman, The Super Market; A Revolution in Distribution (New 
York: McGraw-Hill Book Company, Inc., 1955), Chapters 1-4. 


211orsey, Opwcits pena. 
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Table 6.2 — Number of Retail Chain Stores (Total, Food, Variety and 
All Other), Canada, 1930-19642 


Total ; Variety All other 


| 4The number of outlets shown above represents the maximum number of stores in exist- 
ence at any time during a given year, 

| It was not possible to indicate the number of chain outlets (total and all other chains) 
for the years 1962 to 1964, since.the sales of several chain store trades were estimates, 
_based on percentage changes from a sample using 1961 as the base. 

| SOURCES: Data for 1930 to 1960 and for food and variety chains, 1961 to 1964, were 
derived from DBS, Retail Chain Stores, 1964, Cat. No. 63-210, Table 1, p. 7; Table 8, p. 14; 
: and Table 13,p.18. The data for total chains for 1961 were derived from DBS, 1961 Genade a 
Canada, Cat. No. 97-503(Vol. VI, Part 1), Table 10, pp. 10-1 and 10-2, and unpublished DBS 
worksheets (see Appendices 3.C and 6.A). 


: 

‘late 1940’s, however, it had become clear that the supermarket was ‘‘an 
institution exquisitely attuned to the new North American way of living.’’?? 
The supermarket soon became the prototype for the postwar expansion of the 

Corporate chain in the food field. By 1956, the average chain food store had 


22n K. Dhalla, ‘‘Consumer Markets: Canada’s Fabulous Food Market II,’’ Canadian 
Business, Vol. XXXI, No. 10 (October, 1958), p. 48. 
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mushroomed to four times its sales size of a decade before (Table 6.3). In 
the process, its position in the grocery field and in Canadian retailing had 
improved substantially. 


In contrast, variety chains had a disappointing decade. Unlike food 
chains, they had all but displaced the independent merchant in their field 
some decades earlier. And, while the variety chains did move further 
towards self-service during the postwar decade, their average outlet was 
already relatively large (Table 6.3) and they had already adopted many 


Table 6.3 — Average Sales of Retail Chain Stores (Total, Food, Variety and 
All Other), Canada, 1930-1964 


Total ; Variety 
$ $ $ 


All other 
retail chains 


$ 


TO S0 ee. PASO Str IO 57507 56,182 120,439 54,290 
TOS Tet castes cocee c3' 50,742 53,481 114,431 46,150 
LOS2 Bets dete ove o\s oi el erans « oye 42,963 46,872 101,939 37,936 
1935 ties Siem bens sits seeneae ets) 6 39,964 44,512 93,676 34,794 
POST ar tales ee etens © wrersce «8 : 42,288 45,054 95,824 375625 
LOS Sister dh cistous: chee stepigest ohare 45,391 47,149 977215 41,014 
DOSGer er cae kaise otis, qereae 678 48,613 49,423 100,053 44,451 
SRY Pe ee OeIO ester shen aners D2, 992 54,772 106,003 47 ,862 
LOSS Foe iere eshte oberete, cael o 53,880 56,889 100,976 48,422 
1939 hat suchas site cavemen , 56,883 65,621 105,145 49,202 
LOA Bereaetone 6 se os ce yeneus! i812 67,609 So, 357 120,473 57,196 
LOA Dir sichotars tera te eastouetagers ais 80,212 Tide 822 139,434 66,607 
DE elat cde th oreaeks sirusasntess suede 96,295 91,351 161,222 91,116 
DA Sieicas see ses 0.07 ekensns. 410) 100, 263 141,713 161,931 84,066 
LO AA Meise olers siete Ayr) Recor TES, 617 159,688 171,978 96,183 
USC) Asner ES Poe 130,680 175,798 184,258 114,080 
DPDAG adele ers alae 6 'o suekous.* 0n8 150,504 201,935 205,710 LS25775 
BOG] oi iitevoisle ees ,0 6 siessyepe olent 169,107 250,661 220,010 145,079 
1948 peice Mes sat iteweaehe seeks 186,764 3Io,7 72 247,976 Fol26) 
Abas revaistetsr etary rs tes p¥erety te vs 199,366 364,358 298,292 156,832 
LO SOR rete ite s cits deere ree tiene 208,432 423,660 255,150 158,828 
DS Le seciaie le tersdeie « sucbel vis ¥en 219,390 508,490 274,954 158, 752 
LDSD Ieee eke iedaie otal laetls. sMaripexess 239,204 598,045 292,538 166,664 
LOS Swan ste DD cteMenetals. elelevets 2515231 663,139 302;52/ 170,741 
LO DA Titergials ater cate « o's ls stetetent 253,500 730,476 297,470 164,174 
LOS SP aietata «Ula (cute ett ie ais 269,516 766,587 306,085 174,039 
TOSO i Aisctetecdeshs opel dekeaels 292,622 837,533 327,114 187,808 
1D ST oeieayets ore MAP OR ee 306,964 905,708 341,468 188,861 
MD So cketonel shea caitel baie) «cee olhel ole 319,986 946,014 351109 194,144 
DS Ode aiolak elle sks o/s a yesusnece ais 326,492 984,144 359,988 195,506 
DOOOU . iucotaseuussiaid ance usceleiegess 327,394 1,016,358 360,965 191,364 
POG cher netball saaas suet sneathere 341,646 1,035,997 364,564 191,713 
LOG. shia: os bane ois sirens eee. ss 1,045,241 366,788 a 
Sane. Uele Mieke Wieieusas  speleres « 1,036,467 378,370 a 
ye late a oad eye sie heretenese 1,047,200 419,733 a 


@It was not possible to indicate the average sales of total and all other chains for the’ 
years 1962 to 1964, since the sales of several chain store trades were estimates, based on) 
percentage changes from a sample using 1961 as the base. 


SOURCES: Same as Table 6.2. 
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supermarket techniques. For these reasons, variety chains entered the post- 
war period with fewer opportunities for exceptional growth than those 
available to food chains. During the later years of the War and for almost 
_a decade afterwards, they grew less vigorously than Canada’s retailers as 
a whole. Other corporate chains had the same experience. By 1952, the 


chain stores’ share of the Canadian market had fallen to 16.3 per cent 
(Table 6,1), 


A major reason for the inability of the chains to keep pace with other 
retailers during the 1946-1952 period was the strong upsurge of sales in 
trades in which independent retailing flourished and chains were relatively 
insignificant. The most important of these was the automotive trade, where 
sales soared in the postwar decade. 


Since 1952, corporate chains have enjoyed increasing success. By 
opening new stores, ‘‘trading up,’’ and broadening their merchandise lines, 
variety chains recovered some of the ground they had relinquished during 
the previous fifteen years. Food chains continued their exceptional growth, 
and in most other fields chain stores at least matched the sales increases 
of their competitors. As a group, they account for about one fifth of Canada’s 
retail trade (Table 6.1). In other words, in recent years they have occupied 
a larger position in Canada’s marketing system than at any time in their 
checkered history. 


Another factor in the resurgence of the corporate chain since 1952 
has been the rise of the shopping centre. With the increasing difficulty in 
obtaining favourable locations within city cores, the growing congestion of 
city streets, and the movement of population to the suburbs, a shift to 
shopping centres became both an economic necessity and the most con- 
venient avenue for chain store expansion. Moreover, corporate chains have 
been welcomed as tenants by shopping centre developers — because the 
developers’ applications for financing are strengthened if they are backed 
by lease commitments from ‘‘AAA-1’’ companies, because the developers’ 
revenues are usually geared to the sales of their lessees, and because a 
Supermarket or a large variety store forms an effective focal point for a 
shopping centre (see Chapter 8). The results are shown in Table 6.4. In 
1964, sales of independent stores in shopping centres accounted for less 
than 2 per cent of the total sales of all independent stores in Canada, while 
chain stores in shopping centres accounted for more than 20 per cent of the 
total business of chain stores. Reliance on shopping centres is especially 
great on the part of chains selling women’s clothing, men’s clothing, 
groceries, shoes, and drugs. In fact, in every field of operation, the shop- 
ping centre outlet is becoming an increasingly important source of sales for 
the corporate chain (Table 6.5). How much the shopping centre has contri- 
Pited to chain store development in recent years is illustrated by the fact 
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that, of the total increase in chain store sales since 1956, over 42 per cent 
has come from shopping centre locations. 


Table 6.4 — Analysis of Sales in Shopping Centres by Chain Stores, 
Department Stores and Independent Stores, 


Canada, 1956, 1959, 1962 and 1964 


Sales in shopping centres 

as a proportion of 
total sales of 

each type of store 


1964 1956 
pec Det. 


5.4 


Percentage distribution 
of total sales 
in shopping centres 


1956 1959 1962 
pec. 


p- Cc. 


Type 


of store 


63.6 
152% 


18.3 
100.0 | 100.0 | 100.0 | 100.0 


@lIncludes both regular and discount department stores. 


GhaineStoresSie.cs cel 


Department stores@.. 


Independent stores .. 


Total, .all.stores . 


SOURCES: Canada, DBS, Retail Trade, Shopping Centre Supplements, for 1957 and 1960, 
Cat. No. 63-209, various tables; Shopping Centres in Canada, 1961-1963 and 1964, Cat. 
No, 63-214, various tables. Total retail trade data were derived from Tables 3.1 and 6,1 and 
unpublished DBS worksheets. 


Because chain store outlets are better suited to large, congregative 
markets than small, diffuse ones, they are better represented in some 
provinces than in others. For example, the chain store has always been a 
much more significant part of the retailing structure in Ontario and British 
Columbia than in Manitoba and Prince Edward Island (Table 6.6). Over the 
long term, Saskatchewan has become a less important market to chain stores 
while Alberta has become a more important one (Table 6.7). Otherwise, the 
percentage distribution of chain store sales has remained basically un- 
changed since 1930. Today, as in 1930, the two central provinces account 
for about two thirds of chain store business. 


Just as corporate chains have found a more suitable environment ir 
some provinces than in others, they have been more successful in some 
fields than in others (Table 6.8). In the variety store field, the share of the 
market held by the chains has declined somewhat, but it continues to be 
very high. Among grocery and combination stores, the situation is rathe: 
different. There, chain stores have been less dominant, and their success 
in the various provinces has been much more irregular than in the variety 
field (Table 6.9). On the other hand, their share of the Canadian food marke’ 
has been increasing quite rapidly; chain stores now account for almost hal: 
of the sales of all grocery and combination stores in Canada, and in Ontaric 
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Alberta, and British Columbia they now predominate. Virtually all alcoholic 
beverage stores are chain outlets, since most of them are operated by 
provincial governments. Among shoe stores, general merchandise stores, 
women’s apparel stores, and family clothing stores, corporate chains also 
enjoy a large and growing share of the business (Table 6.8). In other fields, 
chains have had only qualified success. Among lumber and building material 
dealers, men’s and boys’ apparel stores, furniture stores, household 
appliance stores, and drug stores, their share of the market, while signifi- 
cant, is shrinking. In the filling station field, the corporate chain has almost 
disappeared. In most of the latter fields, exclusive or selective franchise 
arrangements have apparently been found to be more practical, on balance, 
than ‘‘company stores.’’ 


Table 6.5 — Sales in Shopping Centres of Chain Stores and All Types 
of Stores, by Selected Kind of Business, as a Percentage of Total Sales 
of Each Type of Store in Each Kind of Business, 

Canada, 1956, 1959, 1962 and 1964 

Total, all types 


Chain stores 
of stores 


1956 | 1959 | 1962 | 1964 | 1956 | 1959 | 1962 
p-c, p.¢: Dec. pic. pec DeCan BDecs 


Kind of business 


? 
fe) 


Grocery and combination 


See Lc eis easy cadeioe'’s. 3.9 8334) 13;2e1414. 6 
Other food and beverage 

BLOTES rio m para tow. ete 359 0.4 IRS) 4.2 Sez 
Department stores>,......., <= 4.4 78 1325 118,3 
Bariety StoreS ..... 000003 13.7 5.1 pg ee Dal ie Wey ey ed a PR) 
Garages and service 

BLOIOUG a4 4 cles VR S568 8 a a 7.6 0:2 0.3 0.6 0.8 
Men’s clothing stores..... 8. 1736 RHEE) lee sul 4.8 7.9 9.4 
Family clothing stores.... 0. 3.6 17-8) 0.2 1.8 4.5 6.8 
Women’s clothing stores .. on 23.9 S3¢2a ft o5o Sia. flak 1 O.2 
Shoe stores ..... ea Perr 9. 1633 28.4 4.0 S204 11269 Was; 2 
Hardware stores ......... 3: 10.8 2148 2.4 4.4 8.2 3.3 
Furniture, appliance and 

Betwe StOTe Sale oni see 0. 3.3 7.8 0.6 1s Ze 31 
Restaurants ........ Ser, a a ee 0.6 1.4 2.0 3.0 
RT PS LOLS © sis see's ovis sO a 21.4 9.3 2.6 6.0 9.8 | 12.0 
Jewellery stores ....... Sa a; 3.8 8.6 1.0 ga8 tt 6.0 


Total, all kinds of 
ES ESS PA ae 


4Figures withheld to avoid disclosure of individual operations but included in totals. 


DInctudes both regular and discount department stores. 


SOURCES: DBS, Shopping Centres in Canada, 1956, Reference Paper No. 87, Cat. No. 
63-504, Table 2, pp. 6-7; Retail Trade, Shopping Centre Supplement, 1959, Cat. No. 63-209, 
Table 1, p. 33; Shopping Centres in Canada, 1961-1963, Cat. No. 63-214, Table 1, pp. 8-9; 
Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, p. 7. The sources of retail trade 
data used in this table are noted in Table 6.4. 
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Table 6.6 — Sales by Chain Stores as a Percentage of Total Retail Trade, 
by Province, Canada, 1930, 1941, 1951, 1961 and 1964 


Sales of chain stores as a percentage 
of total retail trade 


Province 

pec: pre 

Newfoundlandiia.,..¢ 5. seas os) N/A 14.1 
Prince Edward Island...... oe LOs2 
Nova Scotia .sis ces. wee ele vere 2087 
New Brunswick ........e+00% Dok 
OUEKEC wine so ne Psy veners Apts 16.5 
OMEATLO Ter tetas ois. oreuel tone «etal un 25:0 
Manitoba ......2.0. Sapuogelths O43 16.1 
Saskatchewan .....e-seeeres 16:35 
IATDertac. viv isra.e stereos sate re 19.8 
British Columbia® .......... 20.9 
Total, all provinces” ...... 18.3 1300 16.7 20.5 20.6 


@Includes Yukon and Northwest Territories. 


by‘he differences in the totals for 1930, 1941 and 1951 between this table and Table 6.1 
are explained in Appendix 6.A. 


SOURCES: Data for 1930 and 1941 were derived from 1941 Census of Canada, Vol. X, 
Table 13, pp. 402-21. Data for 1951 were derived from 1951 Census of Canada, Vol. VII, 
“Table 13, pp. 13-1 to 13-58. Data for 1961 and 1964 were derived in part from 1961 Census 
of Canada, Cat. No. 97-503 (Vol. VI, Part 1); DBS, Retail Chain Stores, 1964, Cat. No. 63-210; 
and unpublished DBS worksheets. 


Table 6.10 underlines the fact that unusual care is required in in- 
terpreting the record of the corporate chain in Canada. The reason is that 
the data for corporate chains of all kinds are dominated by the performance 
of only one—the food chain, Chain store units are distributed widely in 
various product fields, but chain store sales are concentrated in only one or 
two. Chains in the grocery and combination field alone account for almost 
as much business as chains in all other fields combined. Moreover, as has 
been shown, the record of the food chain has been anything but typical of 
chain store growth in general. Had it not been for the unusual success of 


the chain food store, corporate chains would be less prominent in 1964 than 
they were in 1930.”° 


This can readily be seen if one assumes that corporate food chain sales followed the 
same growth pattern as total retail trade from 1930 to 1964. If such had been the case, food 
chains would have accounted for only $888,360,000 in 1964, rather than $2,057,748,000. If the 
sales of all retail stores and of chain stores were adjusted on this basis, the ratio of chain 
store sales to total retail sales would have been 16.1 per cent in 1964, as compared with the 
20.6 per cent shown in Table 6.1. 
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During the chain store era, the corporate chain became the subject of 
some of the bitterest debate and the object of some of the fiercest retalia- 
tion in the history of North American business.* The debate has died and 
the retaliation has moderated, but the future of the corporate chain continues 
to be a matter of particular interest. 


Table 6.8 — Chain Store Sales by Selected Kind of Business, 
as a Percentage of Total Sales of each Kind of Business, 


Canada, 1930, 1941, 1951, 1961 and 1964 


Chain store sales as a 
Kind of business percentage of total sales 


1930 | 1941 | 1951 | 1961 
pec. p. Cc. pec; p.c. 


Grocery and combination stores. ........... 
Restatirants .. .« cctle es «slaw sae Ono Glee nissan 
Meat markets... ci. sc)s's.5 + eee se eo ae ee ae 
Alcoholic beverage storeS ......2eeeeeeees 
General merchandise storeS........-eeeeees 
General Stores: ol. oss is. vie ates lore ee are edie stays ets 
Vartety Stores .. 004 66 sie lassie ete entebedana «is = ee 


Automobile dealers 


© © 6) 0 le € © 86 6.6) € @):¢ ‘eo eve © 0 6 6 © 


Filling stations 


SHOE SUOTESIG MIG. gee ie oiette siete eee acca ese 
Men’s and boys’ apparel stores .. 0. nes wee 
Women’s apparel stores .......cc2cccseees 
Family clothing store siti. s.. cues as alse oe os 
Lumber and building material dealers 
Hardware: Store Sis. secs). 5 ate sw. 416 woos ere ome 
Furniturerstores ssw. ie 2 a eee eee atekes se eres 
Household appliance storeS.........eeeees 
DIS GtOne Sale siete g lel mista ee lia aig inlay Mele tune taeda d 


Fuel dealers 


Cr 


oeceoereeeree eee ee ee oO 


SOURCES: Same as Table 6.6 


*4For an account of this struggle (by a leading supporter of the chain store system), see: 
Godfrey M. Lebhar, Chain Stores in America, 1859-1962 (3rd ed.; New York: Chain Store 
Publishing Corporation, 1963), Part II. For a description of discriminatory practices against 
chain stores by local and provincial governments, see the Canadian Chain Store Association’s’ 
Submission to the Royal Commission on Dominion-Provincial Relations, March, 1938. 
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The heart of what was called ‘‘the chain store question’’ was “‘whether 
the chain stores...[were] likely to develop to such an extent as to secure 
a dangerously dominant position in the field of retail merchandising to the 
detriment and possibly the virtual extinction ofthe independent merchant.’’” 
It is now abundantly clear that they will not. In Canada, as in the United 
States, ‘‘the rapid and spectacular progress the chains made between 1920 
and 1930 carried them to a certain point, but apparently that was as far as 
they were destined to go. The competitive position the chains had attained 
by 1930 was a substantial one, but since then their main task has been to 
hold ity 


Therefore, it is more appropriate to ask: where will the chain thrive, 
and where will it not? The corporate chain is evidently not a suitable in- 
strument for retailing automobiles and gasoline (Table 6.11). In these fields, 
it is an adage that a company employee usually lacks the franchised 
dealer’s incentive to promote the supplier’s products and programs. Inthe 
petroleum industry especially, many new marketing methods have been 
considered in recent years, but they have not generally included the whole- 
sale establishment of ‘‘company stores.’’ Therefore, while manufacturer- 
dealer collaboration is far from perfect in these fields, there is little 
prospect that in the retailing of gasoline or automobiles, the franchised 
dealership will be replaced by a chain outlet. If this is the case, then two 
of the largest and fastest growing areas of retailing must be ruled out as 
avenues of future growth for the corporate chain. 


For roughly the same reasons, one must reach a similar conclusion 
concerning the restaurant field. Like the service station, the restaurant has 
recorded above-average sales increases in recent decades, it represents a 
substantial sector of retail trade, and it is a relatively labour-intensive 
kind of outlet. All of these features of the restaurant business recommend it. 
as a field for chain store operations. Moreover, there does appear to be a 
tendency for the newer restaurants to affiliate themselves with a single 
major supplier and to routinize their operations wherever possible. However, 
as in the retailing of automobiles and gasoline, the pattern which is 
emerging in the restaurant field is one of exclusive franchises with in- 
dependent operators rather than one of company-owned outlets (Table 6.11). 


In two other kinds of outlets— general stores and meat markets — 
chains will have neitherthe ability nor the incentive to make major advances. 
The general store is a non-urban institution and the meat market is based 


25 Report of the Royal Commission on Price Spreads (Ottawa: King’s Printer, 1935), 
pp. 215-16. The Commission added (p. 216) that ‘‘such a development would, of course, 
undoubtedly warrant some form of government intervention.’’ 


lL ebhar, Op. Cite, De Uxiil. 
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largely on individualized transactions; for these reasons, neither is suited 
to chain store methods. In addition, since both are declining institutions 
(Table 6.11), neither is attractive to chain store management. 


Among men’s and boys’ apparel stores, furniture stores, and drug 
stores, the participation of the corporate chain has been substantial, but 
over the long term it has been declining (Table 6.11). In addition, each of 
these fields has accounted for a decreasing proportion of the shopper’s 
dollar. Given these two unfavourable trends, both of them evident since at 
least 1941, it is unlikely that the total sales of chain stores in those fields 
will increase more rapidly than retail trade as a whole; the reverse is much 
more probable. 


In other areas of retailing, the prospects of the chain store seem 
brighter. Among shoe stores, women’s apparel stores, family clothing stores, 
and hardware stores, the corporate chain has competed with growing 
success (Table 6.11). Here too, however, the products involved have 
represented a shrinking part in the mix of goods which flows through retail 
channels. Since 1951, these two trends have roughly balanced one another, 
with the result that, as a group, corporate chains in these fields have 
successfully maintained their position in Canadian retailing. 


It seems apparent from the analysis above, and from Table 6.8, that 
the future place of the corporate chain as an institution in Canada’s 
distribution system will hinge on the performance of the variety chain and 
the food chain. And their performance, in turn, will probably be affected in 
large measure by the manner in which they deal with the problem of 
“Saturation.’’ Variety chains appropriated almost all of their field several 
decades ago. Beyond that, it is a field which has been more or less static 
relative to other kinds of business (Table 6.11). Beginning about 1942, these 
factors combined to produce a decade of relatively slow growth for variety 
chains (Table 6.1). Since the mid-1950’s, they have found new opportunities 
for growth in the widening world of the shopping centre. However, the variety 
chains’ share of shopping centre sales has not been increasing.”’ 


In many ways, the position of the food chain is quite similar. Food, 


like variety merchandise, represents a diminishing proportion of the 
shopper’s dollar (Table 3.3). In addition, since corporate chains and the 
burgeoning voluntary and co-operative chains, in 1961, accounted for 
approximately two thirds of the sales of all grocery and combination 


27Derived from the DBS publications Shopping Centres in Canada, 1956, Reference Paper 
No. 87, Table 2, pp. 6-7, and Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, 
De./. 
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stores,”® it is likely that the corporate chain is approaching the point where 
it will have considerable difficulty in expanding its share of the food field. 
Like the variety chain, the food chain has found a new area of expansion in 
shopping centres but, also like the variety chain, its share of the shopping 
centre market has not increased.” 


Given these impediments to further substantial growth in other 
directions, the most promising avenues of expansion for both variety and 
grocery chains may well be in new product and service fields. This strategy 
is not new. For decades, limited-line merchants have sought expansion 
through the addition of products traditionally carried in other kinds of out- 
lets. Variety stores and food stores have shared in this movement, and will 
continue to do so. For example, it has been estimated that the number of 
commodity items carried by grocery stores— many of the non-food variety — 
will grow by 50 per cent during the next decade.*° As well, a number of food 
and variety chains have launched discount-type outlets whose product 
offerings approach those of junior department stores; in fact, these children 
of the corporate chain now account for more than one half of the sales of 
discount department stores in Canada.** In the future, however, the search 
for new areas of endeavour will probably become more sweeping. A spokes- 
man for a Canadian food chain recently made this statement: 


Complicated as the supermarket once seemed, today it is just a beginning. 
Now the new distribution packages we are preparing consist of complexes 
made up of...food stores, fashion centres,...auto service centres and, 
ultimately, many other significant and wanted services as well. We are looking 
forward to the day when our package truly offers a city’s services in 
microcosm, truly one-stop shopping in a world where the man and woman... 
buy service as a commodity like any ARE icalice oars. 


28V oluntary and co-operative food chains accounted for approximately 22 per cent of total 
grocery and combination store sales in 1961 (see Table 7.16). 


29 Although grocery and combination stores in shopping centres have accounted for a 
rising proportion of all food store sales (Table 6.5), the share of the shopping centre market 
held by corporate food chains has declined since 1956, from approximately 42 per cent to 
36.9 per cent in 1964. See Shopping Centres in Canada, 1956, Reference Paper No. 87, 
Table 2, pp. 6-7, and Shopping Centres in Canada, 1964, Cat. No. 63-214, Table I, p. @ 


30<«Number of Items Stocked Will Increase, Say Six ‘Big Names’,’’ Canadian Grocer, 
Vol. LXXIX, No. 6 (June, 1965), p. 7. In the widening range of products carried in the modern 
supermarket, many observers see a return to the general store. Yet in practically every other 
important respect — size, internal organization, marketing functions performed, location, and 
merchandising philosophy —the two outlets are quite dissimilar. Therefore the analogy can 
only be accepted as appropriate in the most superficial sense. 


31See Chapter 5. 


327ack Levine, ‘‘Distributors in Marketing,’’ in M.S. Moyer and R.E. Vosburgh (eds.), 
The Role of Marketing in Corporate Growth, Proceedings of the Twelfth Annual Management 
Seminar of the Toronto Chapter of the American Marketing Association (Toronto: American 
Marketing Association, 1965), p. 34. For further illustrations of how this policy will be 
translated into new merchandising ventures, see ‘‘Steinberg’s Snaps Open Big Expansion 
Package,’’ The Financial Post, October 8, 1966. 
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As their outlets continue to grow in size, corporate chains will con- 
front what Boulding has called the problem of ‘‘an increasingly unfavourable 
internal structure,’’ and as their operations continue to grow in diversity, 
they will encounter what he has called the problem of ‘“‘organizational 
purity.’’** Therefore, if they are to operate effectively on both a larger scale 
and a broader base, chains will require more percipient systems of communi- 
cation and more trenchant tools for decision-making — ‘‘operations research, 
use of computers, centralized data-processing centres and fact-analysis 
systems.’’** 


In summary, if the corporate chain becomes an even more important 
institution in Canada’s marketing system, its displacement of other retailing 
forms will be gradual and moderate. Chain stores will advance in selected 
trades rather than across the broad front of Canadian retailing, and much of 
this growth will originate in shopping centres and in new areas of urban 
development. The rate of growth in chain store sales will hinge to an im- 
portant degree on the speed and success with which variety chains and 
food chains reach into new fields of merchandise and provide services not 
usually vended ‘‘over the counter.’’ Finally, the future of the chain store 
will be shaped and perhaps circumscribed by the confrontation between the 
corporate chain and its closest imitator, the voluntary chain—a subject 
which is discussed in the next chapter. 


Whether or not the corporate chain continues to spread, the ideas it 
embodies are certain to do so. Of all these ideas, the key ones are routini- 
zation, centralization, and integration. Through the medium of the chain, 
these concepts have been transferred from the field of production to the 
field of distribution, and through the success of the chain they have been 
shown to be widely applicable. It is for this reason that the underlying 
formula of the chain, if not its outward form, has been adapted to many 
department store organizations, voluntary chains, and franchise systems.” 
In substance, if not in sales, the corporate chain will continue to pervade 
Canadian retailing. 


33k enneth E. Boulding, The Organizational Revolution (New York: Harper and Brothers, 
1953), pp. 23-29. These problems, as Boulding points out, are not unique even to business 
organizations, but in the retailing field they would appear to be especially acute and imminent 
in the case of corporate chains in the food and variety fields. 


34<«Number of Items Stocked Will Increase, Say Six ‘Big Names’,’’ op. cit., p. 7. 


SFor a description of the operating methods of franchise systems, see David B. Slater, 
‘Some Socio-Economic Footnotes on Franchising,’’ Boston University Business Review 
(Summer, 1964), pp. 19-28; and Edwin H. Lewis and Robert S. Hancock, The Franchise 
System of Distribution, Small Business Management Research Report (Minneapolis: University 
of Minnesota, 1963). For a discussion of the remarkable range of product fields to which 
these methods are being applied in Canada, see Fergus Cronin, ‘‘Franchise System Thrives 
on Run-Your-Own Business Appeal,’’ Canadian Business, Vol. XXXIII, No. 5 (May, 1960), 
pp. 128-32. 
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“INDEPENDENT” STORES 


In 1961, there were approximately 164,000 independent retail stores? 
in Canada with annual aggregate sales of nearly $12,836,000,000. Independ- 
ent stores therefore formed the bulk of Canadian retailing, representing 
about 93 per cent of all outlets and accounting for over 70 per cent of total 
retail sales (Tables 7.1 and 7.2). Geographically, the dominance of inde- 
pendent outlets was broadly based: in every province they formed over nine 
tenths of all outlets and in almost every province they accounted for at 
least two thirds of all retail sales (Tables 7.1 and 7.2). Moreover, the 
prominence of the independent outlet is one of long standing. Since 1930, 
losses in market position in one province have generally been compensated 
for by advances in another, and there has been no consistent tendency for 
the independent merchant to lose (or gain) market share in particular regions 
of the country (Table 7.2). Clearly, the independent store is a sturdy and 
durable institution.’ 


Because the independent outlet is so prominent and pervasive, the 
geographic distribution of independent store locations and sales follows, in 
a general way, the geographic distribution of retailing activity as a whole 
(Tables 7.3 and 7.4). Ontario and Quebec account for nearly two thirds of 
independent outlets, and a similar proportion of their sales. 


The strengths of the independent merchant are many, and are well 
described in other works.* Several of the most important of these advantages 
are manifested in census data. As Table 7.5 shows, the independent outlet 
fares best in smaller localities, where customers are relatively inaccessible 


1The Dominion Bureau of Statistics does not define an independent retail store as such; 
it is simply an outlet which has been classified as a retail store (see Appendix 3.A) but 
which does not fall into the chain store category (see Appendix 6.A) or the department 
store category (see Appendix 4.A). For the purpose of this monograph, discount department 
“stores are also excluded. The independent store classification therefore contains not only 
“Single outlets but two and three-si-re multiples as well. In 1961, for example, approximately 
four per cent of all independent stores were two-~ and three-store multiples (Census of 
Canada, 1961, Cat. No. 97-503 | Vol. VI, Part 1], Table 10, p. 10-1). 


2It must be emphasized that this section deals with independent stores, not with their 
'proprietors. The difference is crucial. Every study of business failures confirms that the 
“‘mortality’’ rate (bankruptcies plus quittances) is very substantial among small retailers, and 
| especially among those who are new to the business. Thus, behind the unchanging storefront 
| and the stable figures shown in Table 7.1, there is a sizable and changing procession of 
individual proprietors. 


5One of the most thorough discussions of the subject is in Charles F. Phillips and 
Delbert J. Duncan, Marketing; Principles and Methods (5th ed.; Homewood, I11.: Richard D. 
Irwin, Inc., 1964), pp. 165-74. 
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to the chain outlet and the department store. As well, the market share of 
the independent merchant is higher in the ‘‘fringe’’ areas of metropolitan 
and major urban areas. Similarly, the independent store is particularly well 
entrenched in Newfoundland, Prince Edward Island, Quebec, and Saskat- 
chewan — provinces in which rural dwellers form a relatively large proportion 
of the population (Table 7.2). Each of these tables illustrates the ability 
and the willingness of the independent merchant to serve markets too small, 
dispersed, or remote to be tapped by his larger competitors. 


One should not overstate the case, however. When the data in Table 
7.5 are analysed by kind of business, as in Table 7.6, it becomes evident 
that it is only in localities with less than 10,000 population that the in- 
dependent store is almost certain to be very predominant, irrespective of the 
kind of business. Conversely, Table 7.6 also shows that in many lines of 
trade the independent retailer competes at least as effectively in larger 
localities and in core areas as in smaller localities and in fringe areas. 


This fact illustrates another key advantage of the independent 


merchant —his ability to offer goods and services fitted to unusual tastes: 


The chains need a large field of customers which they cannot find in the 
smallest towns.... But they do not set up in such large numbers in the more 
wealthy areas. The poor man in a small town is badly served by the chains 
because it does not pay them to start there; the rich man does not patronize 
them because he can afford to be selective. To some extent, also, the rich 
milieu permits the establishment of very specialized shops which would not 
find it worth starting at all anywhere else. 

Markets which are very restricted either by distance or by poverty belong... 
quite naturally to the small man; to the small shop and the small, independent, 
organisation. But, as the standard of living and the degree of urbanisation 
rises beyond a certain point, retail markets are narrowed again by quite 
different factors; they are narrowed by the selective preferences of the 
individual customers which may now be indulged.‘ 


It is the independent merchant’s ability to cater to these selective prefer- 
ences — preferences which count most in rich, dense markets —which explains 
the strength of the independent store in core areas and in larger localities. 


The durability of the independent store also derives from the fact that 
some kinds of retail transactions cannot be mass-produced. As Table 7.7 
shows, the independent outlet is generally most effective in the retailing of 
such commodities as gasoline, automobiles, farm implements, meat, drugs, 
and apparel, where the purchase involves considerable consultation and 
personal service.® Conversely, the participation of the independent merchant 
is lowest in the retailing of groceries and variety merchandise, where 
shopping is often routine and impersonal. 


‘Margaret Hall, John Knapp, and Christopher Winsten, Distribution in Great Britain and 
North America (London: Oxford University Press, 1961). p. 116. 


>These advantages are especially telling in several kinds of business which appear only 
in the ‘‘other’’? unspecified kinds of business at the bottom of Table 7.6 and Table 7.7. This 
category includes, for example, furriers and fur stores, jewellery stores, delicatessen stores, 
millinery stores, florists, and cameras and photographic supplies stores. 
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In some lines of business, independent stores have experienced long- 
term changes in position since 1930. Their loss of market share among such 
outlets as grocery and combination stores, general merchandise stores, shoe 
stores, women’s apparel stores, family clothing stores, and fuel dealers has 
been offset by their gain in market share among other outlets such as 
restaurants, meat markets, lumber and building material dealers, furniture 


stores, household appliance stores, and drug stores. 


During the 1920’s, independent stores lost at least one fifth of their 
market to corporate chains and department stores.° Since then, ‘‘Whither the 
independent retailer?’’ has been a recurring question in marketing literature 


Table 7.3 — Percentage Distribution of All Retail Stores 
and of Independent Stores,* by Province, 


Canada, 1930, 1941, 1951 and 1961 


Total, all stores Independent stores 4 
Province 
[8 | 
Dice i DeCe psc. op. C.D. Ca Oee. ol Dp. Col apace 
Newfoundland ........... 3.0 
Prince Edward Island .... 0.5 
BPOVE OCOLAl ras see ss es a 4.1 
BOW? SUIS WACK). s « s:6 0 0:6 02 3.3 
BIE DECL inch sts oie ee 8s 8 30.7 
BMILATIO fi. steno << 33.1 
UTED ei, ae iene Rae 4.4 
ME SKALCHE WBN iy. Slirsicie sole 5.2 
6.7 


ES a a aa aw 


British Columbia” ....... 


Se, 8.3 8.8 Ont 7.6 Boz 8.6 
anmda,, total: . trsleedsis 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


®Excludes regular and discount department stores. 
bIncludes Yukon and Northwest Territories. 


SOURCES: Derived from Table 3.4 and Table 7.1. 


®In 1920, chain stores were virtually non-existent in Canada and it is unlikely that 
department stores had more than 10 per cent of Canada’s retail trade. By 1930, chain and 
department stores accounted for 30.8 per cent of all retail sales. During that decade, then, 
the independent’s share of Canada’s retail business appears to have slipped from about 90 
per cent to about 69 per cent. 
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and in the trade.’ The official record indicates that, as an institution, the 
independent store has held its ground quite well since 1930 (Table 7.8). 
During the Depression, its share of Canada’s retail trade improved slightly. 
The causes are obscured by the fragmentary information availablé for this 
period, but a contributing factor may have been a shift by the oil companies 
from employee-operated to lessee-operated filling stations (Table 7.7). 
However, during the second World War, the independent store’s share of 
retail trade slipped back towards pre-Depression levels. One main reason 
appears to have been that wartime shortages fell more heavily on independ- 
ent stores than on chain stores. Outlets which suffered most from short 
supplies during those years included meat markets, automobile dealers, 
filling stations, lumber and building material dealers, hardware stores, 
footwear and apparel stores, and household appliance stores. As Canada 
entered the War, these kinds of outlets accounted for only 15 to 20 per cent 
of the business or corporate chains, but they contributed 30 to 35 per cent of 
the sales of all independent stores (Tables 6.10 and 7.9). 


Table 7.5 — Independent Store Sales as a Proportion of All Retail Sales, 
by Size of Locality (Core and Fringe), Canada, 1961 


Size of locality 


Dec. 
PAS UB UN OF 2, iy, ae oe en ae 63.4 
TOO 5000 240000 oii insvepens Hee 67.1 

5035000 = 997999» te... ve oe 66.0 
BO GOOO en 9 5999 owas tvonerwmrovam 67.8 
ft OF000 =: 12459997 &, Povey oe 2h 69.0 

TRO00 = B95 9988 is ase ise oe 80.5 


1 ose eee ee eee 


ocr eecerer es ee oe @ 


48The city ‘‘core’’ has been defined as the city proper or central city, whereas the 
‘*fringe’’ consists of the residential communities which surround a designated city area. To- 
gether these make up a ‘‘metropolitan’’ area. For monograph purposes, all other locations with 
less than 1,000 population were considered as ‘‘fringe’’ areas and all those with a population 
of 1,000-24,999 were considered as ‘‘core’’ areas only. Further elaboration on core-fringe 
relationships may be found in 1961 Census of Canada, Cat. No. 99-512 (Vol. VII, Part 1), 
not 16-18, 


SOURCES: Derived from special run of 1961 census data. 


7Discussion of the question has often been more rancourous than rigourous. The reasons 
are several. First, small-scale retailing is more than a way of doing business; it is a way of 
life, and therefore can be defended on non-economic grounds. Second, it touches on the 
livelihood of about 600,000 of those persons engaged in retail stores (derived from un- 
published DBS worksheets). Third, until recently, fears that the mass merchandiser —in the 
form of the department store and the corporate chain organization—would displace the 
independent retailer appear to have been widespread. Finally, as discussed more fully in the 
next section, any conclusion as to the future of the independent retailer must hinge entirely 
on what is meant by ‘‘independent.’’ Altogether, it is not surprising that the debate should 
have been more inflamed than informed. 
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Table 7.7 — Independent Store Sales as a Proportion of Total Sales of 
Each Kind of Business, Canada, 1930, 1941, 1951, 1961 and 1964 


Independent store sales 
as a proportion of total sales 


1930 1941 1951 1961 1964 
Dac. Dac. Dec; Dac. ker 


Kind of business 


Grocery and combination stores.... 52.8 
RestaurantS ....ceceee eraile tenant SetePante's 93.3 
Meatematkets  . 0:3 ss 6 1% ste she § ene fe isle Fe | 
Alcoholic beverage stores......... L.7, 
General merchandise stores ....... 70.4 
Generalsstores (.°. o0 Pisete os etslele te 96.8 
VBSICtVAStOTES sisen: oie eee ae ms aabeake 16.9 
Automobile dealers) wun. a. 50s cosas 98.9 
Pillingestatrons \. sss ses os eee eters 98.2 
Shoe Stores. 21.4 ave ws bale tds « ih aloes 34.9 
Men’s and boys’ apparel stores .... 86.9 
Women’s apparel stores...... As Wa 70.0 
Family clothing’ Sstores™. eee. 5.3 00s 78.3 
Lumber and building material 

Gealers 5 .\. cle sc ww ietere ahs cueteneis ame 80.8 
Hardware StoreS ...cseccesevcesus 85.8 
Furniture Stores ...acsvecsveccese 83.8 
Household appliance stores ....... 86.4 
DrugestOres .3i2'.)s.0 ct « setae ae ores ats o 88.2 
Fueltdealersi i. 2./e. 2 aeons Me Siena s 90.4 
Farm implement dealers ........ igs 97.2 
Other istores ws sss ethets 6 Mee al’ ler ehachm 90.4 


Total, all kinds of business..... 68.8 70.3 74.8 70.9 69.5 


8Excludes regular and discount department stores. 


SOURCES: See Table 7.2 and Table 3.5. 


In the prosperous postwar period, the fortunes of the independent 
retailer improved again. Between 1945 and 1953, the independent store’s 
share of Canada’s retail trade increased from about 70 per cent to about 
75 per cent (Table 7.8). The sources of that gain are analysed —as closely 
as available data allow—in Table 7.10.* This table shows that the increase 
in the share of the market held by independent stores during this period was 


®SThe main shortcoming of Table 7.10 is, of course, that it covers the census period 
1941 to 1951, rather than the economic period 1945 to 1953 which is under discussion. The 
years 1941 and 1951 are the closest dates for which such data are available. 
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due to three major trends: the boom in the market for automobiles, the 
success of independents in the sale of lumber and building materials and 
household appliances and, negatively, the slump in the fortunes of the 
department store. In ten of the sixteen selected kinds of business in which 


Table 7.8 — Sales of Independent Stores, Department Stores, Chain Stores, 
and Discount Department Stores, as a Proportion of Total Retail Trade, 


Canada, 1930-1964 


As a proportion of total retail trade? 


Discount 
department 
stores 


Independent] Department Chain 
stores 


p.Cs Dec. 


17.8 - 
18.8 _ 
18.9 = 
18.6 — 
LASS re 
17.3 = 
1753 — 
16.0 - 
16.4 
16.8 - 
i ~ 
18.7 — 
19.0 ~ 
18.6 oa 
18.8 _ 
19,2 _ 
17.5 — 
16.9 _ 
17.0 _ 
16.6 am 
16.2 = 
16.6 - 


— 


16.5 = 
Lie ~ 


0:2 
0.1 
9.2 
SPs) 
8.4 
8.3 
8.5 
Srp 
8.4 
S25 
8.4 
8.4 
8.4 
8.6 
8.5 
8.6 
8.9 


20.6 


8Figures for the census years 1930, 1941 and 1951 do not agree with other monograph 
tables, since total retail sales have been derived from a continuing series for the purposes of 
this table. 


SOURCES: Total retail trade data were derived from Table 3.1; chain store data from 
Table 6.1; department store data from Canada, DBS, Retail Trade, 1930-1961, Cat. No. 63- SLOP 
Table 2, p. 6; and from unpublished DBS worksheets. 
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Table 7.9 — Percentage Distribution of Independent Store Sales,? 
by Kind of Business, Canada, 1930, 1941, 1951, 1961 and 1964 


Percentage distribution 


1930 1941 1951 1961 1964 
prc. D.C. p.c. p-c. Doc. 


Kind of business 


Grocery and combination stores .... 14.9 16.1 1533 
Restaurants 3400s see woe eee vee Sai 
Meat markets ....... 6a Mays win: heir : 1.9 
Alcoholic beverage storeS.......6. 0.1 
General merchandise stores ....... 1,3 
Géneralsstores.. sos ssa 5 skeee hese 4.3 
VAtietysStOFeS .... oe ak 00 0:4 9 seule « OS 
Automobile dealers........ 5 eux Goratre i Dane 
Fillingistations:.4ie6 o's sess s ie Bae 9.6 
Shoevstores: bi stares waa aes oes 0.9 
Men’s and boys’ apparel stores .... 1.8 
Women’s apparel storeS ........00. ee 
Family, clothing stores, «404 < sles 1.4 
Lumber and building material 

GEAleFs iis cs +0 ae oe aes ae 5.1 
Hardware stores ...... ohd.ca Gases tigietta is £9 
Furniture StOreS ..cssescceveseses 1.6 
Household appliance stores ....... 225 
Dra" StOLre'S) ass se sye.4'e ilo [a i + ee SAE 3.1 
Puelidealersi . ss di. Ghee be «0 0 eteubione . 2.1 
Farm implement dealers........06- N/A 3.0 


OMer StOLES 2. wie disease ieee ee ae 14.0 


N/A N/A 
Total, all kinds of business..... 100.0 100.0 100.0 100.0 100.0 


42Excludes regular and discount department stores. 
bless than 0.05 per cent. 
SOURCES: See Table 7.2. 


the independent merchant is prominent, expansion failed to keep pace 


with the growth of retail trade as a whole. In at least four fields of busi- 


ness, an additional negative change took place: the independent retailer’s 
share of the market declined. Thus, the overall success of the independent 
retailer was due primarily to expansion in the remaining kinds of outlets: 
restaurants, lumber and building material dealerships, household appliance 
stores, and to the overall growth of sales by farm implement dealers and 
automobile dealers. The increasing sales of automobiles, almost all of 
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which accrued to independent merchants, would account alone for nearly all 
of the 5.6 per cent gain in the market share of independent stores which 
took place between 1945 and 1953. (It can be seen that the improved 
position of the independent outlet occurred in spite of the inroads made by 
chain stores in the grocery field.) 


From 1953 to 1961, the market share of the independent store was on 
a downward trend (Table 7.8). Some of the key reasons can be inferred 
from Table 7.11.° First, in ten of the sixteen kinds of business in whichthe 
independent retailer is unusually active, total sales grew less rapidly than 
in retailing as a whole, and in six of these fields the independent merchant 
lost ground to his competitors. Second, the corporate chain made sharp 
gains against the independent outlet in the food field. Third, after a long 
period of decline which had almost certainly been of benefit to the in- 
dependent store, the position of the department store in Canadian retailing 
began to firm. Finally, except for two years, the period 1953-1961 was one 
of recession or of sluggish economic activity, with the result that the 
growth of the market for automobiles was no longer sufficient to offset the 
reversals experienced by the independent retailer in other fields. 


The market share held by independent stores continued to decline 
during 1961-1964. By 1964, their position in Canadian retailing was some- 
what lower than in 1941, During this period, independent stores lost market 

_ position in all but four provinces (Newfoundland, Prince Edward Island, 
) New Brunswick, and Saskatchewan). Much of this decline can be attributed 
to gains in the share of the market held by department stores, chain stores, 
and discount department stores. 


By kind of business, independent stores increased their market share 
in Seven cases: general stores, variety stores, automobile dealers, family 
clothing stores, household appliance stores, drug stores, and fuel dealers. 
: However, these gains were insufficient to compensate for the losses en- 
countered in ten other categories of business (Table 7.7). 


During the past decade, the growing patronage of shopping centres has 
contributed to the competitive difficulties of the independent merchant. 
| Several of the kinds of business which are usually operated by independent _ 
merchants are seldom represented in shopping centres. These include 
filling stations, automobile dealers, lumber and building material dealers, 
fuel dealers, meat markets, farm implement dealers, general merchandise 
stores, and general stores (Table 8.1). In the first four trades, outlets 
usually require more non-selling space than can be justified on prime real 


°The same general comment as in footnote 8 holds for Table 7.11. 
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Table 7.10 — Analysis of Independent Store Sales and of Total Retail Trade 
by Kind of Business, Canada, 1941 and 1951 


Kind of business 


otal, Ganadas ... «<4 sieve «nukes 


Those in which independent 
stores’ share of trade is 
unusually high: 


Restaurants: y.-50 ~ sie « ol shone 
Meatumarkets., sis ea. e060 6 
General merchandise stores 
Géneraltstores’ s4)0. hadcen 
Automobile dealers ...... 
Filling stations ......... 
Men’s and boys’ apparel 
STOPES eter swelensns se eee eel sie 
Women’s apparel stores... 
Family clothing stores ... 
Lumber and building 
material dealers ....... 
Hardware storeS ......00- 
Furniture stores ;........% 
Household appliance stores 
DUS *StOLeS | sas wre cyepspesedene 
Fueledealers nas. ee Rr « 
Farm implement dealers .. 


Those in which independent 
stores’ share of trade is 
unusually low: 


Grocery and combination 

SHORES FG 5 oaks 5 OD 6 O90 
Alcoholic beverage stores 
Department storeS ....... 
Variety StoreS. tis specs 
SHOE. StOreS:.:. widagetete ee earns 


All other unspecified kinds 
Of BUSINESS 5..6). 666 cere os 


Total, allkinds of business 


4For monograph purposes, 


Independent 
store sales 
as a proportion 
of total sales 


Sales 
of each kind 
of business 

as a proportion 


Net change 
in independent 
stores’ share 
of retail trade 


of total of each kind 
retail trade of business 1941 - 1951 
(1) (2) (3) (4) (5) 
1941 1951 1941 1951 5 
Duc p.c. D.C: pec p.C. 
70.3 74.8 + 4.5 
3.8 4.2 5 ai 8 PS 
Des Lae: —0.6 
1.8 a7 N/A 
6.3 4.9 = 1.6 
0.5 es H N/A 
4.6 3.2 - 1.0 
DoS 1.9 (BS) 
Ds Bs 1.9 - 0.4 
2.1 1.8 aad 8 
Ze .6 ae ils 
DA ml N/A 
1.9 4 =O 
12 9 + 0.8 
2.9 a3 ~ 0.4 
2.9 a2, N/A 
0.9 .8 N/A 
TAOS 
N/A 
a 
b 
0 iI 
14.4 N/A 


100.0 


department stores were considered to be a type of business 


entirely different and separate from either independent stores or chain stores. 


DNo change. 


NOTE: The results in column 5, for each kind of business, were obtained by means of 
the following formula: (Column 1 x Column 3) —(Column 2 x Column 4). 
SOURCES: See Tables 3.5 and 7.7. 
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estate. The last four trades are, of course, typically non-urban. But even 
in lines of retailing which are usually found in shopping centres, independ- 
ent merchants have not been preferred tenants. Therefore, even in other 
kinds of business, the independent merchant is almost never as well 
represented in shopping centres as he is in the country as a whole (Table 
7,12), As a result, the independent retailer’s share of shopping centre 
sales is 18.4 per cent, compared to 69.5 per cent of retail trade as a whole. 
This lack of access to a growing proportion of retail trade would account 


for a decline of more than 5 per cent in the market share of independent 
stores between 1956 and 1964.'° 


In summary, the fortunes of the independent outlet have alternated over 
five periods since the first retail census was taken in 1930. The net effect 
is that the overall market share of the independent store today is quite similar 
to its market share three and a half decades ago. In a general way, then, the 
independent outlet in Canadian retailing seems secure. 


Yet, paradoxically, one of the important ways in which the independent 
retailer is preserving his position is by becoming less independent. In the 
census, ‘‘independent’’ means financially independent — indeed, that is the 
only definition which is workable for census purposes. But it is well known 
that an outlet may be independent in terms of finances and something less 
than independent in terms of policy and procedures. In the marketing of 
automobiles, gasoline, and farm implements, for example, it is customary 
for the ‘‘independent’’ retailer to accept a considerable measure of support, 
advice, direction, and control from the manufacturer whose lines he carries. 
In terms of the balance sheet, these outlets are independent stores — but in 
terms of market behaviour, they are chain stores. Similarly, the grocer or 
_ druggist who joins a voluntary or co-operative chain must operate within the 
framework of policies and procedures set out by the sponsoring organiza- 
tion—so much so that it has been argued that it is ‘‘nonsense’’ to refer to 
this type of retailer as an ‘‘independent.’’** And in other fields— shoes, 
furniture, and appliances, for example—it is not uncommon for the retail 
dealer to look to his major supplier for some leadership. In retailing, as in 
all things, independence is a matter of degree. 


10Tn 1964, independent stores accounted for 69.5 per cent of total retail trade but only 
18.4 per cent of the sales in shopping. centres. If independent retailers had accounted for the 
Same percentage of shopping centre sales as of total retail trade, and had shopping centre 
sales remained the same, sales by independent stores would have been $1,103,588,000 
rather than the $291,349,000 actually reported (Table 8.9). Therefore, in terms of total 
retail trade, the loss of market share by independent stores due to lack of access to shopping 
centres = $1,103,588,000 —$291,349,000/$15,057,571,000 = 5.4 per cent. 


? 


11N athaniel Schwartz, ‘‘The Phony War: Independents vs. Chains,’’ Super Market 


Merchandising, Vol. XXVI, No. 3 (March, 1961), p. 33. 
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Table 7.11 — Analysis of Independent Store Sales and of Total Retail Trade 
by Kind of Business, Canada, 1951 and 1961 


of 


Kind of business 


of business 
as a proportion 


retail trade 


2) (2) (3) (4) (5) 
1951 1961 1951 1961 
Dec: D.C. Dec. p.c. 


Independent 
store sales 
as a proportion 
of total sales 
of each kind 
of business 


Sales 


each kind Net change 


in independent 

stores’ share 

of retail trade 
1951 --1961 


of total 


Duce 


TotaleCcanagda ....2 + sive sss sien = 59 
Those in which independent 

stores’ share of trade is 
unusually high: 
Restaurants ....cceceeves 4,2 4.4 0,2 
Meat markets ..... Wats we The led, 1.4 =053 
General merchandise stores eer te =20.9 
General storeS......e. rar de 4.9 S25 iS 
Automobile dealers. LAF 4.3 reise 
Filling Stati ONS sis <usne shen ey 6.8 +325 
Men’s and boys’ auoarell 

StOLES iis ete state» ate ae 1.9 1.4 005 
Women’s apparel stores Mas 1.9 1.8 a 0s2 
Family clothing stores. 1.8 1.4 O75 
Lumber and building 

material dealers ....... 3.6 4.4 FEO. 7. 
Hardware storeS ......ee- Ze 1.6 = One 
Furniture stores .....06545 1.4 113 b 
Household appliance stores 1.9 Zeal +.0.2 
DRUG OStOLGS «sa: ss 6 ca ars a3 280 PAs 
FPueliGealerts UAi 00 o.oo 2s 2 1.9 =O: 5 
Farm implement dealers... 1.8 is Crh S| 


Those in which independent 
stores’ share of trade is 
unusually low: 


Grocery and combination 


SCOLES ise cis ows shee 8.8 . 
Alcoholic beverage stores 
Department stores ......6. 


Variety storeS ......s000% 
SMOGTSEOLCS «i cs os Cee cimae 


BLS ack be". ss cia as uw tpranacan areeene 


All other unspecified kinds 
OL‘DUSINESS ss ssc teic «pals 


Total, all kinds of business 


3279 


100.0 


1 
oF? Op 
wor 


— 


=.Q5 


100.0 


@8For monograph purposes, department stores were considered to be a type of business 
entirely different and separate from either independent stores or chain stores. 


No change. 
NOTE: The results in column 5, 


for each kind of business, were obtained by means of 


the following formula: (Column 1 x Column 3)—(Column 2 x Column 4). 
SOURCES: See Tables 3.5 and 7.7. 
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Table 7.12 — Sales of Selected Kinds of Independent Stores as a Proportion 
of Total Sales in Shopping Centres and of Total Retail Trade, 
by Kind of Business, Canada, 1964 


Sales of independent 
stores in shopping 
Kind of business centres as a proportion 
of total sales 
in shopping centres 


Sales of total 
independent stores? 
as a proportion 
of total retail trade 


bec: 

Grocery and combination stores .. 10.6 

Other food and beverage stores .. 4.6 

Variety*stores ois 6 0 65 ae ar ecwte 0.4 

Fe Garages and service stations.... O57 

Men’s clothing foes AP LAE Leo. 

Family clothing stores...... vit £20 

Women’s clothing stores ........ 132 

BT OGTSLOLGS Wala otic on e'e AL TR Ss 0.6 

Hardware stores ...... ee CR : 1,3 
Furniture, appliance and radio 

SUG Pes a athe ssi eis tate e's es 6% his 2.8 

BO BRUT tgs. ho hsse ls, cue! on sept 00001 she 4.0 

Drug: stores {0). 041 DO A sho UE AI og A 2 IL? 

im Jewellery stores ..........53- a 6 (Ne 

Total, all kinds of business... 18.4 69.5 


8Excludes regular and discount department stores. 


: SOURCES: Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, p. 7; and un- 
| published DBS worksheets. 


; These degrees of independence cannot be measured by means of a 

questionnaire. There are shades of grey which cannot be captured in the 
lens of the census. Yet they are important, and nowhere more than in 
_ assessing the place and prospects of the independent store. Therefore, even 
though only crude estimates are possible, it is useful to study the structure 
of Canada’s retail trade taking account of these degrees of independence. 


| Table 7.13 classifies all retail outlets into three categories: those 
_which are not financially independent in that they are members of a corpor- 
ate chain; those which are financially independent in that they are not 
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Table 7.13 — Analysis of Retail Stores by Degree of Independence, 
Canada, 1961 


Per cent of all 


Sales 


Number 


Type of store Ofitoree 


p- Cc. 
Stores which are not financially 
independent: 
Corporate chain outlets (except 
department stores)@ «++-+s+sees 3.1 BuGus es ‘ 90.5 
Chain department store outlets... 1,440,721.4 ; 8.0 


LOCAL oeueta us secs? e whale oosoape bots) ols 12,035 S51 S970 9.2 eZ 28.5 


Stores which are financially inde- 
pendent but which are functionally 
interdependent: 


Stores in co-operative and 


voluntary Chains «cle sees 6 sshe 1,377,340.4 Sak La 
Independent automobile dealers .. 2,503,517,6 2uk 14,2 
Independent filling stations ..... 1,221,690.4 10.6 6.7 
Independent farm implement 

GOBLELS re kic siete a.s,s etLenice shel non ae 310,446.3 1.4 Ae. 


LOTS U Sat sta op a wince ogrtacemiuenaia vale! o's 5 33,760 5,472,994. 7 30.2 


Stores which are financially and 
functionally independent: 
129,897 7,472,639. 3 


otal mC angaa.. «sic sumer spice aie ite 175,692 138, FOS}L- 7322 100.0 100.0 


8Includes manufacturer-owned outlets. 
bincludes 29 independent department stores. 


All other stores”... .<c ere ee. 


SOURCES: Chain store data were derived from Table 6.1 and Table 6.2; department store 
data from a special tabulation of 1961 census returns; data on co-operative and voluntary chain 
stores from Table 7.15 and Table 7.17; data on independent automobile dealers, filling stations, 
and farm implement dealers from Table 3.4 and Table 3.5, 


members of a corporate chain, but which are functionally interdependent in 
that they are closely affiliated with a single supplier; and the remainder, 
which are classed as financially and functionally independent.” Table 7.13 


2There are, of course, many stores in other kinds of business which would appear in the 
second category if the requisite data were available. Examples include the dealer who 
handles exclusive lines of furniture, household appliances and shoes. Therefore, Table 7.13 


understates the stores and sales in the second category and overstates those in the third 
category. 
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presents quite a different picture than Table 7.8. In terms of the census 
classification, the independent store accounts for 70.9 per cent of Canada’s 
retail trade; in terms of an alternative classification which takes account of 
the way that an outlet functions as well as the way that it is financed, the 
truly independent store accounts for only 41.3 per cent of retail trade. 
Therefore, under the former classification the independent store dominates 
Canadian retailing, while under the latter classification it does not. 


Two trends have reduced the proportion of outlets which are fully 
independent —the growth of “‘franchising’’ and the advance of the voluntary 
chain. These trends are closely related. They are discussed in more detail 
in the next section. 


FRANCHISING: CO-OPERATIVE CHAINS AND VOLUNTARY CHAINS 


Table 7.13 showed that, in Canadian retailing as a whole, integration 
and interdependence are the order of the day. Of all outlets in Canada, over 
25 per cent are owned by or allied with their major suppliers. More important, 
almost 60 per cent of all retail trade flows through these stores. Table 7.14 
shows that, even among ‘‘independent’’ merchants themselves, independence © 
is also a matter of degree. Of the independent stores in Canada, at least 
20 per cent are allied to some extent with their major suppliers. These 
outlets account for over 42 per cent of all independent store sales. 


Common to all of these allied independent outlets is the fact that they 
are, in one way or another, franchised. The basic aim of franchising is 
to combine the power and expertise of centralized buying and merchandising 
with the vigour and resourcefulness of local, private retail ownership.** In 
keeping with that objective, franchising takes many forms. They can, how- 
ever, be reduced to three basic types.** The first is the arrangement under 


which a manufacturer franchises an entire outlet, a department within an 


outlet, or a line within a department. This is the oldest type of franchising, 


-and the most common. It is typified by most automobile dealerships, filling 


stations, and farm implement dealerships, and it is not unusual in stores 


The fundamental goals of co-operative and voluntary chains are sometimes cast in more 
heroic terms: ‘‘We must have a philosophy to live by—one which in effect transcends the 
furnishing of goods and services or the creation of material wealth. We are working for the 
preservation of an ideal and of an idea—that no motive is more noble and no incentive 
comparable to the desire of a man to build for himself and for those who will follow after 
him.’’ Bertram Loeb, President, M. Loeb Limited, ‘‘Distribution Dynamics Through the 
Modern Franchise System,’’ an address delivered at the School of Business, University of 
. Toronto, January 14, 1966. 


MThis classification has been adapted from one presented by William P. Hall in 
“Franchising—New Scope for an Old Technique,’’ Harvard Business Review, Vol. XLII, 
| No. 1 (January-February, 1964), pp. 60-71. Hall described a fourth type of franchising — one 
between manufacturer and wholesaler—but because this type does not involve retail outlets, 


; it is not discussed in this section. For an argument that these various schemes should not 


all be designated as ‘‘franchising,’’ see Leonard J. Konopa, ‘‘What is Meant by Franchise 
Selling?’’ Journal of Marketing, Vol. XXVII, No. 2 (April, 1963), pp. 35-37. 
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selling photographic equipment, shoes, paints, apparel, fine chinaware, 
sporting goods, household appliances, office equipment, and hearing aids. 


The second form of franchising is the arrangement under which the 
franchiser provides the retailer with a complete program covering all phases 
of the operation of the outlet. This type of alliance differs from the first 
in that the franchiser is essentially a vendor (for a fee) of management 
services rather than a supplier of products for resale. Most motels and food 
drive-ins are operated on this basis, as are many agencies which rent 
automobiles and provide part-time office help. This type of franchising is 
being applied to a widening range of goods and services, and the total sales 
generated by these kinds of alliances are undoubtedly growing very rapidly.** 


Table 7.14 — Independent Stores Classified by Degree of Independence, 
Canada, 1961 


Independent stores which are 
financially independent, but 
which are functionally inter- 
dependent: 


Stores in co-operative and 


voluntary Chains 10% 6 src 6 1sr0 isle 1,377,340.4 10.7 
Independent automobile dealers 2,563,517.6 19.8 
Independent filling stations .... LDS 1,221,690. 4 9.4 
Independent farm implement 

Gears Ais 6 ele celine eke Nees, 310,446. 3 2.4 

1 bre) 0 SMR Are vseinuedsdatenetoueis 33,760 5,472,994. 7 42.3 
Unaffiliated independent stores@ | 129,897 7,472,639.3 57.7 


Total, all independent stores? 163,657 100.0 12,945,634.0 100.0 


8Includes independent department stores. 


SOURCES: Same as Table 7.13. 


35 study which describes the details of this kind of franchising is Harry Kursh, The 
Franchise Boom: How You Can Profit In It (Englewood Cliffs, N.J.: Prentice-Hall, Inc., 
1962). For examples of the widening application of these schemes in Canada, see Fergus 
Cronin, ‘‘Franchise System Thrives on Run-Your+Own Business Appeal,’’ Canadian Business, 
Vol.. XXXIII, No. 5 (May, 1960), pp. 128-32; and Paul Gibson, ‘‘Franchise Business Gets 
Friskier in Canada,’’ The Financial Post, May 21, 1966. 
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However, many of the outlets involved—motels and rental agencies, for 
example—are classified by the Dominion Bureau of Statistics as service 
outlets rather than retail stores. Therefore, except in the restaurant field, 
the apparent trend to this form of franchising has not touched many of the 
independent stores shown in Table 7.14. 


The third principal form of franchising— and one which has important 
implications for the independent retailer in Canada—is the co-operative and 
the voluntary chain. In co-operative programs, independent retailers band 
together to form or buy wholesaling organizations. The wholesaling organi- 
zation then becomes a retailer-owned instrument through which participating 
merchants pool their buying power and, on occasion, engage in joint mer- 
chandising programs. ‘‘This type of cooperative becomes a franchise 
operation when it ceases to be merely a loose buying federation and adopts 
contractual merchandising obligations for its members.’’ '® Examples of 
co-operative chains are Associated Grocers Inc. and the Independent 
Druggists Alliance.’? Under a voluntary chain program, an independent 
wholesaler enlists independent retailers as franchisees, who may then buy 
from the sponsoring wholesaler ‘‘all the services required to compete 
profitably at retail. Such services generally include highly developed 
merchandising techniques; store engineering; low cost distribution facilities; 
Specialized accounting; financial aids and counsel; real estate research; 
personnel training and the economies of volume buying.’’!® Examples of 
voluntary chains are the Independent Grocers Alliance, Home Hardware 
Stores, Sunset Stores, Rex Hardware Stores, and Associated Retail 
‘Pharmacists. Voluntary chains are also sponsored by some corporate chain 


Mall, op. cit., p. 63. 


7The main obligations and prerogatives of the members of the Independent Druggists 
Alliance, developed by the Drug Trading Company Limited, are outlined in the following 
extract from a letter from Kenneth C. Legge, Associate General Manager and Secretary of the 
-Company, May 8, 1962: 


Drug Trading Company Limited is itself a co-operative company, being owned by 
some eighteen hundred retail pharmacists. ...Since 1933 Drug Trading Company and 
its members have operated the I.D.A. Advertising and Merchandising Plan. The I.D.A. 
is a voluntary organization within the Drug Trading membership. At present approxi- 
mately five hundred and thirty of the Drug Trading members are also I.D.A. stores. 


| While an I.D.A. member must be a member of Drug Trading Company, which 
requires an investment of capital in the wholesale company, the member still has 
almost complete freedom with respect to where and how much merchandise he will buy. 
In other words, he isn’t required to buy solely through the one wholesale house of 
which he is a part owner, and he isn’t required to buy stipulated quantities of particular 
merchandise. However, he does sign an agreement to co-operate in the advertising and 
merchandising program and he is expected to back up this program to a reasonable 
extent. 


The I.D.A. store is required to display certain store identification and he is 
subject to regular fees for his membership, these fees covering basic services that are 
proferred to every I.D.A. member. 


18Bertram Loeb, President, M. Loeb Limited, ‘‘Distribution Dynamics Through the 
Modern Franchise System,’’ an address delivered at the School of Business, University of 
Toronto, January 14, 1966. 
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organizations. Examples are Western Drug Stores (Cunningham Drugs), 
Stedman Associate Stores, and MacLeods’ Dealer Stores. In such cases, the 
chain organization regards its independent affiliates as supplements to its 
own outlets: ‘‘In so far as our operations are concerned, the dealer stores 
operate in exactly the same manner as our company stores in respect of 
buying and merchandising.. .[we] furnish district supervision to assist the 
dealer in every possible way.’’ *” 


There is little fundamental difference between co-operative and 
voluntary chains. They differ only in control and to some extent motivation. 
For one thing, in co-operative chains the member merchants own and direct 
the wholesaling company, whereas in voluntary chains the wholesaling 
company is an independent, profit-seeking business organization. Second, 
in co-operative chains the emphasis is usually on achieving low purchase 
prices for member merchants, whereas in voluntary chains the emphasis goes 
beyond group buying to include the improvement of the management of 
member stores. Third, in co-operative chains the initiative comes from the 
retailer, whereas in the voluntary chain the initiative comes from the 
wholesaler. Fourth, in co-operative chains less co-operation is usually 
demanded of member merchants than in voluntary chains. Since separate 
data are not available, co-operative and voluntary chains are treated as one 
basic form of franchising in this section.” 


Closer collaboration between independent retailers and their whole- 
sale suppliers, culminating in the voluntary chain, has been a logical 
response to long-run trends in Canadian marketing as outlined in Chapter 2. 
Until the early years of this century, most retailers and manufacturers 
operated on a small scale. For this reason, “‘direct selling or buying as we 
think of it today was practically non-existent for most manufactured 
commodities. All imported commodities flowed through wholesalers’ hands 
and most exports were sold through wholesale exporters.’’** Under these 
conditions, the wholesale merchant occupied a central and unassailable 
position in Canada’s distribution network. 


With the rise of large-scale manufacturing on the one hand and of 
large-scale retailing on the other, this balance was upset. First, the 


position of the independent wholesaler was undermined: 


Up to the beginning of the [First] World War, this development was gradual. 
The modern chain store had not yet made its appearance in Canada and the 


19a extract from a letter from J.W. Tackaberry, Vice-President, Macleods’ Limited, 
June 13, 1962. 


20For an elaboration of the differences between co-operative and voluntary chains, and of 
differences in the programs of specific companies within each group, see Hall, op. cit., and 
Alton F. Doody and William R. Davidson, ‘‘Growing Strength in Small Retailing,’’ Harvard 
Business Review, Vol. XLII, No. 4 (July-August, 1964), pp. 69-79. 


21N athanael H. Engle, ‘‘Chain Store Distribution vs. Independent Wholesaling,’’ Journal 
of Marketing, Vol. XIV, No. 2 (September, 1949), p. 241. 
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principal changes centred around the weakening of the position of the whole- 
saler, through the increasing tendency to sell direct to the retail merchant. 2? 


Then the position of the independent merchant was similarly challenged. 
“In the years following the War, the trend to mass merchandising developed 
at a much faster rate.’’ * During this time, department stores probably grew 
more rapidly than in any former period in their history, and the chain store 
era dawned. During the 1920’s, independent stores lost at least a fifth of 
their market to larger competitors who usually bought direct.** More than 
ever before, the independent retailer and the independent wholesaler now 
had common adversaries and a common cause. 


Their joint response has been essentially the imitation of the most 
effective practices of their strongest adversary, the corporate chain. This 
involves a ‘“‘trade-off’’ between the retailer and the wholesaler to their 
mutual advantage. The independent merchant foregoes some of the traditional 
wholesale services, such as generous credit terms and prompt delivery of 
small orders at irregular times, and he abandons some of his former freedom 
to manage (or mismanage) his store as he sees fit. In turn, the retailer 
obtains closer wholesaler support and lower prices than are available under 
the usual “‘arm’s length’’ relationship. For his part, the wholesaler under- 
takes to make available to the retailer such merchandising and management 
services as are necessary to allow the independent merchant to compete 
effectively with his larger and more integrated rivals. In return, the whole- 
saler is relieved of most detail selling at the store level, and is able to 
Streamline his order-filling system through the retailer’s adherence to 
prescribed buying schedules, approved purchasing procedures, and standard 
order forms. 


In Canada, loosely organized co-operative chains probably date from 
at least the early 1900’s. The voluntary chain, a more closely knit form of 
franchising, appeared in Canada (as in the United States) in the mid-1920’s. 
For 1930, it was estimated that there were 4,988 affiliated stores with 
aggregate sales of approximately $126,000,000.* Most of these outlets were 
either grocery and combination stores or general stores, allied with food 
wholesalers. The growth of co-operative and voluntary chains since the 
1920’s is impossible to measure with precision because of the inadequacy 
of available data (Appendix 7.A). However, it would appear that these forms 
of franchising advanced quite haltingly until after the Second World War. 


22Report of the Royal Commission on Price Spreads (Ottawa: King’s Printer, 1935), 
ip. 201, 
fibid., p. 201. 
24See footnote 6. 


5See Appendix 7.A., 
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Since that time, the voluntary chain in particular has become a major 
institution in the retailing of food, variety merchandise, hardware, auto- 
motive accessories, and drug products. 


Table 7.15 presents a partial picture of the progress of voluntary 
chains since 1951. The penetration of co-operative and voluntary chains is 
highest among drug stores. There, wholesaler-affiliated outlets have 
captured about 50 per cent of the market (Table 7.15). However, this figure 
should be interpreted with some caution. Many drug stores become members 
of groups in order to avail themselves of such services as advertising or 
limited central purchasing. By and large, these druggists are not committed 
to a comprehensive program initiated at a central source, nor are they 
required to purchase any minimum amount of goods from the central ware- 
house. Among accessories, tire, and battery stores, franchising has also 
proved a highly effective mode of merchandising. In 1961, as shown in 
Table 7.17, 25.0 per cent of all independent stores in the field were members 
of co-operative or voluntary chains, and in total they accounted for 35.7 per 
cent of the total retail sales made in their field (Table 7.15). 


In terms of overall dollar volume, co-operative and voluntary chains 
nave had their greatest success in recent years among grocery and combina- 
tion stores. In this field, the share of the market going to franchise chains 
has been increasing very rapidly since 1951—more rapidly than the share 
going to corporate chains. In 1961, grocery and combination stores which 
were members of co-operative and voluntary chains accounted for 21.7 per 
cent of total sales in their field; by 1965, the proportion had risen to 25.3 
per cent (see Appendix 7.B). 


The data in Table 7.15, plus the financial results of many leading 
sroup wholesalers, demonstrate that the voluntary chain movement can be an 
=ffective instrument for enhancing the competitive position of both the 
independent retailer and the independent wholesaler. But, like all marketing 
innovations, group programs are better suited to some kinds of business than 
others. The potential seems greatest in fields in which there are large 
qumbers of independent merchants, and sufficiently strong independent 
Wholesalers to organize them. However, numbers alone are not enough; there 
nust also be a basis for joint action. The most successful programs have 
seen those in which wholesaler-retailer integration has been most com- 
dlete —those in which the wholesaler ‘‘thinks retail,’’ 7° and in which the 


| 26Tn the trade, the term ‘‘think retail’’ is understood but poorly defined. Perhaps its 
2ssence is best captured in the following statement by a group wholesaler: ‘‘The way I put it 
in talking with a prospect is that the [ wholesaler’s | representative does what he can to help 
the dealer move the merchandise out of the front door so we can move it in the back door.’’ 
eo. Wilson, quoted in Hall, op. cit., p. 68. 

| 
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Table 7.16 — Percentage Distribution of Sales of Voluntary Chain Stores, 
Corporate Chain Stores and Unaffiliated Independent Stores, 
by Selected Kinds of Business, Canada, 1951 and 1961 


General 


Grocery 
and ( Save Variety Hardware 
combination Loe ical stores stores 
Type of store stores food) 

1951 | 1961 | 1951 | 1961 | 1951 | 1961 | 1951 | 1961 
9 Pe peo Cy 
Voluntary chain stores.... Ls 
9.5 


Corporate chain stores.... 


Unaffiliated independent 
STOTES ..crescccssesees 


Accessories, ‘otal,ale 
tire and Drug selected 
battery stores kinds of 
stores business 

1951 1961 1951 1961 1951 1961 

sce p.cs ; pec. 

Voluntary chain stores.. 24.3 

Corporate chain stores.... 38:35 
Unaffiliated independent 

SCOPES) scale verels Sa ietiete wickets ‘ 37.4 


Total wallustores i4nhils ox 100.0 100.0 100.0 100.0 100.0 100.0 


SOURCES: 1951 Census of Canada, Vol. VI, Table 13, pp. 13-1 to 13-13, and Table 16 
pp. 16-1 to 16-5, Additional data were derived from Table 6.8 and from unpublished DB 
worksheets. Data for 1961 were derived from Table 6.8 and Table 3.5 and from unpublishe 
DBS worksheets. 


retailer participates without reservations. To the extent that this mutué 
commitment is missing, the potential benefits of group action are dissipatec 
Several factors can weaken the basis for joint action. One is the custom 
among some independent retailers, of buying many lines directly fro 
manufacturers. This practice makes it difficult for any group wholesaler t 
establish his company as a headquarters for supplying the major portion ¢ 
the member’s needs. ‘‘With certain types of merchandise, this proble 
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could be quite real. For example, in dry goods, the 50 per cent objective 
becomes difficult because of the retail tendency to buy more goods directly 
from factory sources as store volume grows.’’*’ The practice of direct 
buying could also militate against the organization of voluntary groups 
among furniture stores, household appliance stores, and possibly others. 
Another factor which can restrain voluntary chain development. is the 
decision by retail members to ‘‘opt out’’ of important parts of the program, 
either by purchasing extensively from other wholesalers or by regularly 
rejecting group services. Appendix 7.B throws some light on this second 
obstacle within the grocery and combination field. 


It is now clear that in a number of fields this form of franchising can 
work; for the future, the key issue may well be whether its members are 
prepared to make it work. While ‘‘...co-operative wholesale organizations 
are no panacea for the competitive problems of retailers...[nor] a sub- 
stitute for sound business judgement and experience, ...co-operative whole- 
saling is both economically sound and sociable desirable.’’?* If the 


voluntary chain was ‘‘a child conceived in fear,’’”’ it need not remain so, 


The increasing popularity of franchising, in the form of the co- 
operative and voluntary chain, has important implications for manufacturers, 
wholesalers, and retailers. Manufacturers in the fields affected will find 
that their accounts are fewer and larger. They will also find that they must 
sell programs rather than products. ‘‘To the wholesalers working in partner- 
ship with retailers,...the magic word is ‘program.’...They look for 
merchandising concepts for whole categories or departments. They want to 
sell a seasonal promotion, not a single product.’’ *° Manufacturers will also 
find themselves dealing with buying personnel who are more astute, better 
informed, and better co-ordinated. They will include not only the whole- 
saler’s buyers, but his merchandise managers and his sales managers, all 
acting in concert. ‘‘Decisions on programs and promotions will increasingly 
be decisions made by committees, not across-the-desk, man-to-man sales 
between buyer and salesman.’’ **In keeping with these changes, wholesaling; 
personnel will also be more demanding in terms of concessions, services, 
and demonstrations that the manufacturer’s line will ‘‘produce’’ at the retail 
level. Depending on the strength, stature, and ability of the manufacturer, 


27Hall, op. cit., p. 71. 


*%Theodore N. Beckman, Nathanael H. Engle, and Robert D. Buzzell, Wholesaling 
(3rd ed.; New York: The Ronald Press Company, 1959), pp. 191-92. 


MT oeb Tells Why Groups Succeed,’’ Canadian Grocer, Vol. LXXVI, No. 4 (February 24, 
1962), p. 24. 


SO«eHow Will Store Programs Affect a Manufacturer?’’ Hardware Retailer, Vol. LXIII, 
No. 10 (October, 1964), p. 71. 


311bid., p. 71. 
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these changes may constitute a threat or an opportunity. Hence the ambi- 
valence of Canadian manufacturers in the face of franchising: ‘‘We welcome 
the groups because they will improve the dealer’s position. But it makes a 
manufacturer’s life more difficult.’’ *? 


‘ ) 


For unaffiliated retailers in those fields where “‘program’’ wholesalers 
operate, the growth of co-operative and voluntary chains also poses funda- 
mental questions of marketing strategy. and business philosophy. First, of 
course, this development presents the option of joining or not joining a 
group. The choice cannot be made lightly. Whatever the decision, it must be 
consistent with the retailer’s answer to two key questions. The first has to 
do with the potential of franchising in his field: 

Is the consumer so enamoured of chain-store buying power...so convinced 

that ‘‘bigness’’ begets economies...so enchanted by the visual appeal and 

assurances of standardized service and quality from uniformly-patterned chain 


or franchise operations...that he is committed to accept these premises 
from now on in his every buying action?** 


The second has to do with the retailer’s assessment of the benefits of 
independence versus interdependence in the operation of his store. Close 
retailer-wholesaler collaboration is the bedrock of success in franchise 
programs, and in the future it is likely that sponsoring wholesalers will 
attempt to make the ‘‘partnership’’ still closer. On the other hand, for many 
independent retailers freedom of action is in itself an important reward: 

In a society which lays great ideological stress on economic individualism 

but whose economic institutions have become increasingly large scale and 

bureaucratic, retail trade remains attractive to those who, unwilling or unable 


to subject themselves to the rigidities and disciplines of other economic 
occupations, want to be ‘‘their own boss.’’* 


Ultimately, then, the future of the co-operative and voluntary chain rests 
with the independent merchant himself. 


32<¢T 549 Much Vise in Hardware Grip?’’ The Financial Post, October 9, 1965. 


33Bob Vereen, ‘‘Where is the Hardware Industry Headed?’’ Hardware Retailer, Vol. 
LXIII, No. 10 (October, 1964), p. 65. 


34Toseph Cornwall Palamountain, Jr., The Politics of Distribution (Cambridge, Mass.: 
Harvard University Press, 1955), pp. 13-14. 
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Chapter Eight 


SHOPPING CENTRES 


The first shopping centre’ in Canada was Vancouver’s Park Royal 
centre, which opened in 1950. Since that time, both the number and sales of 
shopping centres have multiplied dramatically. By 1956 (the first year for 
which DBS figures are available), 64 centres had been built and their 
aggregate sales of about $236,000,000 represented 1.6 per cent of total 
retail trade. By 1964, shopping centres were located in almost every part of 
the nation, their number had mounted to 369, their sales totalled nearly 
$1,600,000,000, and their share of Canada’s retail trade had advanced to 
7.3 per cent (Table 8.1). 


Even these figures, however, tend to understate the degree of accept- 
ance of shopping centres by Canadians. Several major kinds of outlets — 
motor vehicle dealers, general stores, lumber and building material dealers, 
used car dealers, fuel dealers, farm implement dealers, and other farm 
stores—rarely appear in shopping centres. If they are eliminated from the 
computation, it can be said that Canadian shoppers now make over 10 per 
cent of their purchases in shopping centres (Table 8.1). 


The planned shopping centre had its origin in the United States.” The 
Roland Park Shop Center, established in a Baltimore suburb in 1907, had 
several features common to today’s centres, including protective covenants, 
architectural uniformity and landscaping. The Country Club Plaza, built 
‘near Kansas City in 1923, marked another significant advance in shopping 
centre design in that it was created and located to attract the motoring 
‘shopper. The movement toward the modern shopping centre gained impetus 
in the late 1920’s with the opening of department store branches which 
were located in outlying business districts and which provided suitable 
parking facilities. 


Their success led to the development of a number of small-scale 
shopping centres in various parts of the United States. Before any sus- 
tained growth could be achieved, however, the Depression and the Second 


) 
| 
| 
| 
: 
: 1For the definition of a shopping centre as used by the Dominion Bureau of Statistics, 
| see Appendix 8.A. 

| 


2For a history of shopping centres in the United States, see Samuel Feinberg, What 
Makes Shopping Centers Tick (New York: Fairchild Publications, 1960); and Paul E. Smith, 
' Shopping Centers: Planning and Management (New York: National Retail Dry Goods Associa- 
tion, 1956). 
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World War brought a temporary halt to the construction of major complexes 
of retail outlets. Therefore, while the shopping centre had begun to evolve 
some decades earlier, it was not until the late 1940’s and early 1950’s that 
it became an innovation of major proportions. 


In Canada, it was the food chain rather than the department store 
organization which first built suburban outlets on a large scale. Serviced by 
large parking lots and catering to the immediate needs of the surrounding 
community, surburban supermarkets were an immediate success. They in 
turn attracted ancillary stores, most of them operated by local merchants 
who hoped to benefit from the drawing power of the supermarket. At the same 
time, real estate developers saw the potential of these associated stores. 
The developer’s interest was twofold. First, it was evident that ready 
access to well-planned shopping facilities was a considerable inducement 
to prospective buyers of the developer’s suburban homes. Second, it became 
evident that if complexes of suburban outlets were to be fully effective they 
would require the hegemony of either a major retailing organization or an 
outside organizer — such as a developer. 


At the outset, then, the developer’s primary concern was simply to sell 
lots within the designated shopping area or tract. These lots were laid out 
in strips and they were available to any retailing firm on a ‘‘first-come, 
first-serve’’ basis. Only infrequently did the promoter retain full ownership 
of the premises. When this was the case, however, store operators paid a 
Straight rental, rather than a rental plus a percentage of sales over a 
Stipulated level as became the practice in later planned shopping centres. 
The stores were usually built to the buyers’ specifications, with little 
attempt at unified architectural design. Nevertheless, the resulting shopping 
areas were modern, clean, and accessible compared to most in the city 
proper. In addition, acquisition and construction costs were relatively low. 
Thus, most of these early developments were financially successful. 


The success of strip shopping areas, together with the growing density 
of Canadian suburbs, the relatively high levels of income and automobile 
ownership among suburbanites, the relatively large size of the suburban 
family, and the popularity of shopping centres in the United States, all 
demonstrated that there was considerable potential for major retailing 
facilities in outlying areas. By the early 1950’s, then, large-scale retailers 
joined real estate promoters in the building and leasing of shopping centre 
space. It would appear that the retailers’ initial motive for such activity 
was to acquire choice locations in those areas where no shopping centres 
existed or seemed imminent. However, it soon became obvious to these 
_retailer-developers that the construction and operation of shopping centres 
could be profitable activities in themselves. . 
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Table 8.2 — Number of Shopping Centres, by Province, 
Canada, 1956, 1959 and 1964 


Province 1956 1959 1964 


No, 

Newfoundland ........ ela he Sia Veta She Petes 1 
Prince Edward Island ......... srotereters ° — 
INNOVAESCO TIA Sales o Sis o Sse bias « siete ee os 8 
New Bruns wicks)... 042 . Wie sis alge SAK 2 42 
UE DE Gia sia le ote whereteds wislole or » Rte he RE 68 
Ontario tec ii cele%s Gis ctalpclele © ere phe eles che ye 170 
Manitoba 0s). Mos. see Ms eBeerl Ae Be i 1 
Saskatchewan: (int seis 0G. SHE ee) 12 
Adbertan, 2... Saree ee SSE TE Seeteaueee 46 
British’ Columbiatiw’. «.. 2h). ¢ ys Be oe tr Sl 
Yukon and Northwest Territories ....... = 
CANA a se slag risie tates a a eleisiegas este 369 


SOURCES: Canada, DBS, Retail Trade, Shopping Centre Supplements, for 1957 and 
1959, Cat. No. 63-209, text table, p. 29; Shopping Centres in Canada, 1964, Cat. No. 63-214, 
-text table, p. 4. 


The United States experience offered not only incentive but guidance. 
The shopping centre expertise which had developed through trial and error 
in the United States was adapted to meet Canadian requirements. One over- 
riding lesson had been learned: shopping centres were most successful 
when conceived and managed as unified enterprises. Because of that, 
shopping centres were more carefully planned and administered than the 
strip shopping areas which had preceded them. For example, more attention 
was given to tenant composition, parking facilities, architectural unity, and 
centralized management. 


The growing popularity of the shopping centre has been evident in all 
parts of the country (Table 8.2). In every province and in almost every year 
since 1956, shopping centres have taken an increasing share of provincial 
sales (Table 8.3). For the most part, their position has been particularly 
strong in Ontario, Quebec, Alberta, and British Columbia. In 1964, these 
four provinces accounted for about 82 per cent of Canada’s retail trade,* but 


they produced nearly 92 per cent of all sales made in shopping centres 
(Table 8.4). 


3From unpublished D38S worksheets. 
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Shopping centres are classified according to size and character.* 
Neighbourhood centres, being geared to local needs, are not usually equipped 
with parking facilities which can attract any significant drive-in trade, and 
they are composed primarily of convenience goods stores, that is, stores 
which sell goods bought on a daily or weekly basis. For example, nearly 
three quarters of their business is accounted for by food and drug outlets 
(Table 8.5). Similarly, their tenants are, for the most part, small independent 
retailers (Table 8.6). Most of these merchants are local businessmen who 
may operate a number of other stores in surrounding areas. Such stores are 
termed ‘‘local’’ chains. Only among grocery, variety, and shoe stores do 
national chains predominate. 


Most neighbourhood centres contain only one store of a particular kind 
(Table 8.7). In fact, many prospective tenants in these centres have insisted 
on restrictive clauses in their leases in order to ensure their exclusiveness. 


Because neighbourhood shopping centres can subsist within relatively 
small trading areas, they are less heavily concentrated in metropolitan 
areas than are community and regional centres (Table 8.8). 


In the larger community centre, the variety of outlets increases, the 
grocery and combination store is sometimes joined by a branch department 
store as the focal point, and reliance on convenience goods naturally 
diminishes. For example, the contribution of food stores and drug stores 
drops to slightly more than half and the proportion of sales in shopping 
goods stores and specialty goods stores increases accordingly (Table 8.5). 
Similarly, community centres tend to contain more than one store of the same 
kind, particularly women’s clothing stores and shoe stores (Table 8.7). 
Developers of larger centres have found that “exclusive clauses’’ decrease 
the profits of the stores which employ them and of the shopping centre as 
well.® 


As might be anticipated, community centres have been far more 
successful than neighbourhood centres in attracting both chain and depart- 
ment stores. In community shopping centres, chains and department stores 
account for 47.8 per cent of the retailers and 83.3 per cent of the total sales 
as compared to 29.0 per cent and 72.8 per cent respectively in neighbourhood 
centres (Table 8.9). 


4For definitions of the three major types of shopping centres as established by the 
Dominion Bureau of Statistics, see Appendix 8.B. 


5See ‘Suburban Retail Districts,’’ Architectural Forum, Vol. XCIII, No. 2 (August, 
1950), pp. 106-20; and ‘‘Planned Post-War Shopping Centres Come Big,’’ Business Week, 
No. 1206 (October 11, 1952), pp. 124-26 and 128. 
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Table 8.5 — Amount and Percentage Distribution of Shopping Centre Sales, 
by Kind of Business, and by Type of Centre, Canada, 1964 


Kind of Business 


Grocery and combination stores .... 
Other food and beverage stores 
Department stores? 
Variety stores... scsc ses 
Garages and service stations 
Men’s clothing stores, 
Family clothing’ s toresys 22). ih 416% state 
Women’s clothing stores 
SHOE Stores 6 ss 
Hardware stores 
Furniture, 

stores . 


ecenene2 8208 @ 
eeseeevevene2882 8288080800 


appliance and radio 


Drug stores, ..... 
Jewellery stores .....«. 
Miscellaneous stores .. 


Total, all kinds of business ..... 


Grocery and combination stores .. 
Other food and beverage stores 
' Department stores?,... 
Variety stores ...... 
Garages and service stations 
Men’s clothing stores. 
Family clothing stores: .....6.. ss 
Women’s clothing stores 
Shoe stores . 
Hardware stores 
Furniture, 
stores... 440% 
IROSTANEGNUS 's cisis dlalele kaa 6s alu siele eters 
Drug stores Pa elects ele |e sates 
JOWEALETY® SLOTOS. os ns es sae 6 ee 
Miscellaneous stores .. 


appliance and radio 


Total, all kinds of business .....| 573,283 100.0 1,587,896 


Neighbourhood Community 
Percentage Percentage 

$’?000 >? pecs 
Sa0.200 60.6 193,101 41.8 
36,024 6.5 28,958 6.3 
30,168 a5 75,366 16.3 
25,888 4.7 33,700 Wig 
8,030 iyi) 1,494 0.3 
6,174 Nee 10,656 253 
4,903 0.9 7,428 1.6 
10,727 1.9 20,242 4.4 
8,135 1.5 12,966 2.8 
9,370 137 9,058 1.9 
S07. 1.0 6,374 1.4 
10,029 1.8 9,705 | 
36,419 6.6 18,479 4.0 
1,847 0.3 3,047 O;7 
24,317 4.4 31,152 6.8 
552,887 100.0 461,726 100.0 


$?000 


106,533 
29,685 
PH AUG RY. 
27,802 
1,602 
12,655 
5,975 


27,863 
13,383 
8,740 


10,484 
8,126 
9,801 
6,061 

oo, 220 


Amount Percentage Amount 
distribution 


Percentage 

distribution 
eed $7000 p.c. 
18.6 634,869 39.9 
52 5.9 
47.3 Lael 
4.8 S50 
0.3 0.7 
Zan 1.9 
il 1e2 
4.9 See 
Ia One 
I. 1 By; 
1.8 1.4 
1.4 is 
1 6 4.1 
tA Osi 
5.8 5.6 
100.0 


4Includes sales of both regular and discount department stores. 


SOURCES: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, 
p. 7. Discount department store data were derived from unpublished DBS worksheets. 
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Table 8.6 — Number of Independent and Chain Stores in Shopping Centres, 
by Kind of Business and by Type of Shopping Centre, Canada, 1964 


Neighbourhood Community 
Kind of Business 
Inde- | Chain| Total| Inde- | | Chain} Total 
pendent pendent 


Grocery and combination stores..... 85 
Other food and beverage stores ..... 161 
DEOGIMCh. SOLES atic cies sce si 0's e's 25 
WV hihi roe Se os oo ait, leus » useue «sis 88 
Garages and service stations ...... 10 
Men’s clothing stores ..... ye Re 93 
Family clothing stores ......eeeee- 23 
Women’s clothing storeS .......ee0- 206 
GO RET Or me yes cin Male 54s oa 5,5 a0 008 145 
Hardware stores 22 .0.40:55 soe eet oe 63 

Furniture, appliance and radio 
StOURS Ce evidas caiele eels’ CAEP Pe 51 
RES te rent pes circ -c:s0-e-si.% Tete eetediete ipo 
PUG StOlOS iia wis ie os e's sete De eect arers« 29 73 
Jewellery stores ....ccccccccvecces 11 53 
Miscellaneous stores .....cccccess 407 99 383 
Pi S38 


pc. p.c. DiC iDsCe 
46.2 | 100.0 
Total, all types 


pendent 
N oO. 


O. N 


Grocery and combination stores .... 86 420 
Other food and beverage stores ..... 561 
DEDATIMENT STOTES? & ohs0 de sleerce sso 69 
Variety stores ..... a. Se, De rg ren 246 - 
Garages and service stations ......[ 84 
Men 2rclotning StOreS «ses e's sce > os 256 
Family clothing stores .....e2es00% 78 
Women’s clothing stores ......20060- 546 
BHOG BEOLES 2 o.oo o's cv ae aioe nee Oe be 411 
Hardware stores ......+.. see aire 238 
Fumiture, appliance and radio 

Beco Sy ie, Saree see bs ee os Pek, state 170 
SPMIREIPOITES Ns ts e's pele + Kote state 60 325 
BITE SLOPES » 6 o> © wee 2 e010 Seine 2 esle o 335 
Jewellery Stores ....cccsvecernes ° 146 
Miscellaneous storeS ....ee ccc eens 324 251) 1,114 


Total, all kinds of business ..... 567 542 |1,109| 3,079 | 1,920) 4,999 
D.C. DeSe pees Dac. Detx ihe ieice 
Percentage distribution .........| 51.1 48.9 | 100.0 61.6 | 38.4/|100.0 


@Includes both regular and discount department stores. 
SOURCES: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 2, 
p. 8. Discount department store data were derived from unpublished DBS worksheets. 
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Table 8.8 — Number of Shopping Centres in Metropolitan Areas 
as a Percentage of all Shopping Centres, by Type of Centre, 
Canada, 1956, 1959 and 1964 


Type of Centre 


Neighbourhood .....eeeee aeeenate rae | 


74.3 


Community ecoeoevoeveeveneoee eee eee @ @ 


Regional eoooeeeeo @ eoeooeeveneesee 06 @ 


Total, all. types ..cccsene 


SOURCES: Derived from unpublished DBS worksheets. 


In the regional centre, the department store with its full range of 
commodities usually becomes the ‘‘flagship’’ outlet, as evidenced by the 
fact that over 47 per cent of total retail sales in these centres is generated 
by this type of outlet. When chain store sales are added to sales in depart- 
ment stores, these two types of outlets account for almost 89 per cent of 
of regional shopping centre sales (Table 8.9). The regional centre contains, 
as well, a wide variety of specialty stores which complement the department 
store (Tables 8.5 and 8.6). 


Table 8.9 — Percentage Distribution of Stores and Sales in Neighbourhood, 
Community and Regional Shopping Centres, by Independent, 
Department and Chain Stores, Canada, 1964 


Type of Centre 


Type of Store 


Total, 


Neighbourhood all centres 


Community Regional 
Sales 


Independent...... ; 18.4 


Department? ve. e <0 6 


e@oeoves ee eee eee 


8Includes both regular and discount department stores. 


SOURCES: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, Tables 1 
and 2,pp.7-8.Discount department store data were derived from unpublished DBS worksheets. 
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Of all three types of shopping centres, the regional centre approaches 
most closely the ideal of ‘‘one-stop shopping.’’ More than that, this type of 
shopping centre is the fullest expression of the concept which is at the 
heart of the shopping centre: that associated shopping facilities must be 
conceived, designed, and managed as total operating systems. 


In retail systems analysis, the interaction between several factors must be 
considered, including the location of the store or stores, their general 
character, sources of customers, parking, traffic and merchandise as well as 
advertising, promotion, and personnel. The interaction of the components to a 
large extent determines whether sales and profit objectives are realized and 
ultimately whether the system survives and grows.°® 

A retail system is effective when it offers values in merchandise, 
services, and convenience to its customers greater than the sum of the attrac- 
tions of the individual stores. The value difference accounts for the profit 
rewards of shopping centre promoters and is available to other groups of mer- 
chants willing to act in systems terms. Profits can be eamed from the differen- 
tial value added to a planned. integrated shopping centre over an unplanned, 
nonintegrated business district. The sources ofthe greater difference lie in the 
greater consumer attraction based on the combined promotional and service ef- 
fort, merchandise assortments, location differentiation, and parking. 


Members of retail systems are likely to gain a competitive advantage 
over other retailers who persist in outmoded ways of thought about the nature 
of retail competition. The real competition of a merchant is not necessarily 
found in the next store. It is equally likely to be a competing, better-organized 
business system.’ 

In number, the neighbourhood centre dominates the Canadian scene. 
Almost three quarters of all shopping centres are of that type. About one 
fifth are community shopping centres and fewer than 8 per cent are regional 
centres (Table 8.10). These proportions have been fairly stable in recent 
years; despite the substantial publicity that has focused on the opening of 
larger community and regional centres, the numerical superiority of the 


neighbourhood centre has not decreased. 


The prominence of neighbourhood centres in Canada is due to various 
factors. Possibly the most important of these is that numerous centres were 
built by real estate developers whose main interest lay in the sale of homes 
in a particular area. What they provided, then, were neighbourhood shopping 
Strips catering primarily to a “‘walk-in’’ trade. In addition, the development 
of larger and more integrated shopping centres was retarded to some extent 
by the fact that many lending institutions were unable or unwilling to provide 
adequate mortgage financingto any otherthan heavily secured and financially 
sound developers. The initial growth of regional centres in Canada was 
further impeded by rigid zoning by-laws and the paucity of areas with 
sufficient population density to support these very costly ventures.® 


®Paul E. Smith and Eugene J. Kelly, ‘‘Competing Retail Systems: The Shopping Center 
and the Central Business District,’’ Journal of Retailing, Vol. XXXVI, No. 1 (Spring, 1960), 
lee. 12. 
| "Ibid., p. 18. 

8From an unpublished term paper prepared in 1954 by Mr. L.V. Skof for the University 


of Toronto. 
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Table 8.11 — Percentage Distribution of Sales in Shopping Centres, 
by Type of Centre, Canada, 1956 - 1964 


Type of Centre 1956 1957 1958 1959 1960 


Neighbourhood ..  p.c. 25.9 29.8 29.5 30.6 31.3 


COMMUNITY oy siss0 De Ce SL. 0.4 46.1 39.0 36.6 


Regional ,..... 24.4 30.4 S2ek 


PROUAl ote crates ass 


Total sales ., 365,323.0 | 468,448.3 | 627,719.2] 796,004.5 
| 1961 1962 1964 


Neighbourhood .. p.c. 3230 3333 34.2 34.8 
Sommunity >. + + «.« D-C. 3550 33.8 34.2 29.1 
Regional a. sistises Dec. See 32.9 3150 36.1 


Tote lay Velien tte iDs Ce 100.0 100,0 100.0 100.0 
Total sales ... $7000 | 994,207.2 | 1,172,112.2| 1,340,188.7 | 1,587,896.5 


SOURCES: Shopping centre data for 1956 and 1957 were derived from unpublished DBS 
worksheets; Canada, DBS, Retail Trade, Shopping Centre Suppiements, for 1958, 1959 and 
1960, Cat. No. 63-209, various tables; Shopping Centres in Canada, 1961-1963, Cat. No. 
63-214, Table 1, pp.8-9; Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, p. 7. 


In sales, as in number, neighbourhood centres have represented a fairly 
constant proportion of the shopping centre universe (Table 8.11). Regional 
centres, on the other hand, have tended to absorb a rising share of the 
shopping centre dollar. Today these largest retail complexes account for 
more than 36 per cent of all shopping centre sales. Apparently the notion 
of fully co-ordinated systems of outlets is winning greater acceptance among 
merchants and shoppers alike. 


What effect has the growth of shopping centres had on various kinds of 
stores in Canada? Table 8.12 measures the impact in its larger context. The 
shopping centre has become an especially important setting for grocery 
stores, department stores, variety stores, women’s clothing stores, shoe 
stores, and drug stores. In each of these categories, shopping centres 
generate well over 10 per cent of the total sales going to that kind of outlet, 
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and in every case the effect has been much greater on chainretailers than on 
independent merchants. Over 20 per cent of the sales of chain stores is 
obtained from outlets within shopping centres whereas only 2 per cent of the 
sales of independent stores is derived from that source. 


The lower penetration of independent stores in shopping centres stems 
mainly from the developer’s need to attract tenants whose financial strength 
is beyond question: 


...Most promoters and shopping-center developers were not in any position to 
lease desirable locations to small independents. This was because the 
principal underwriters of shopping centers required signed leases with 
financially top-rated firms before underwriting could be assured. The effect of 
financial underwriting requirements of this kind meant that the most ‘“eco- 
nomic’? locations went to large multi-unit firms. As a result, it was almost 
impossible for the smaller independent businessman of limited means to 
secure space at a reasonable rental. 

Individually too, some merchants have felt a greater impact than 
others. Shopping centres have an advantage when it comes to the sale of 
staple, standardized, and name-brand merchandise because customers are 
unwilling to undergo the inconvenience of downtown shopping for such 
goods. On the other hand, shoppers will go to some trouble when in the 
market for fashion items such as better jewellery, furniture, and clothing. 
For such goods, the downtown area, with its wide selection, depth of 
assortments, and range of prices is in a much stronger competitive 
position.*° 


Moreover, downtown merchants are meeting the challenge in a more 
realistic manner, sometimes by imitating shopping centres themselves. 
Many have formed associations to work with municipal authorities to en- 
large parking facilities, reduce traffic congestion and enhance the overall 
appearance of downtown areas. An example of what can result is the Sparks 
Street Mall in Ottawa, which has been successful enough to become a 
permanent feature of the city’s central shopping area. 


Still, it will be necessary for downtown merchants to mount heavy 
promotional campaigns if they are to convince the public of the advantages 
of shopping in central business districts. Such publicity campaigns will 
probably not stave off a decline in such convenience goods outlets as 
grocery stores and pharmacies, but they will contribute to the necessary 
survival of downtown shopping areas. 


°Robert D. Entenberg, Effective Retail and Market Distribution: A Managerial Economic 
Approach (Cleveland: The World Publishing Company, 1966), p. 22. 


10john P. Alevizos and Allen E. Beckwith, Downtown and Suburban Shopping Study of 
Greater Boston (Boston: Boston University College of Business Administration, 1952), as 
cited in the Harvard Business Review, Vol. XXXI, No. 1 (January-February, 1954), pp. 109-19; 
and C.T. Jonassen, The Shopping Center Versus Downtown: A Motivation Research on 


Shopping Habits and Attitudes in Three Cities (Columbus: The Ohio State University Press, 
1955). 
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Table 8.12 — Sales in Shopping Centres by Type of Store (Independent, 
Chain and Department) and by Kind of Business as a Percentage of 
Total Sales of Each Type of Store in Each Kind of Business, 
Canada, 1956, 1959 and 1964 


cya elena Chain stores 
Kind of Business 


1956 |1959 | 1964 1959 | 1964 


Grocery and combination stores ........ 9.1 28.4 
Other food and beverage stores ........ . 0,2 9.1 
PODATEMENT STOTES AIL Sit. soe o's oe e ae © = = ae cm 
A MFISTY (STOLES 1 oye sale bees 6 Cente .6 3.6 6.0 Toizaeeo 
Garages and service stations ......... ‘ 0.6 b 7.6 
Men’s clothing stores ...... Se os ok ois on0 6.1 8.3 6 | 31.3 
Family clothing stores ......... Seicara's 1.3 3.8 0.9 6 | 17.8 
Women’s clothing stores ....... ive ora 2k 8, 9% }e12.5 9 | 33.2 
NOES LOTES is ad tw « veo pee ete s OE eaters t 2.4 Das 9.1 3 | 28.4 
pPerdware StOresi«... e's os s0 cee eee ee ok Sea 0 3.3 8 | 27.8 
Fumiture, appliance and radio stores ... i 2.4 0.8 3 7.8 
Restaurants ....... Orr, Aree 3.0 b b 3.1 
STU CeLOLGE 7o ECs cS ic'c ss bidet vis So es 0.0 He) 9.7 b 4 | 29.3 
ewellery: Stores 0.45. 5s wc cw necc ce tie’ 2.3 4.7 1.6 8 8.6 


Total, all kinds of business©® ........ os | as | 1.9. 1252) 2005 
Department Total, all types 
stores of stores 


1956 | 1959 | 1964] 1956 | 1959 | 1964 


|e Sr ed ta 2) DsCy 

Grocery and combination stores ........ 14.6 
Other food and beverage stores ........ 0.4 Duis D2 
BIGDATIMICNT SIOTCS” oa cb scevssectcseces 7.8 1833 4.4 148°) 18.3 
BP MIP OL VCR POTS poss as 6 4 6 0 0-0 e306 seo ee ape | 1.9 | 18.9 
Garages and service stations .......... 0.2 0.3 | 0.8 
Peet S ClOUMine StOleS .ecccsUectesce ss 20 468 9.4 
family clothing stores -s2¥ i «.%%6's so. b% 0.2 1.8 6.8 
Women’s clothing stores .......2ccccee 3.8 S73" 1652 
NOG SUMUOS Tala a's 6s 0 soo oS hielo ss GMb 4.0] 8.0 | 15.2 
See Wat@ MULOFES fo o's ks 66's ee MORES ee oso | 4.4 8.3 
Fumiture, appliance and radio stores... 0.6 1.8 Sel 
Restaurants ....... pistes Speteteres She aa 0.6 1.4 Se) 
MS COE Oe ay pis e's) 44 a ae able 8,040 apna ss 2.6} 6.0 | 12.0 
PMrmLSerYy GTOTCS, . ssa o so cos ess» Vere wise 1.0 3.8 6.0 
otal, all kinds of business® ......<. 1.6 3.6 Tao 


8Includes sales in regular and discount department stores (1964). 

bFigures withheld to avoid disclosure of individual operations but included in totals. 

CPercentages for chain andindependent stores are exclusive of department stores, which 
are shown separately above. 


SOURCES: Canada, DBS, Retail Trade, Shopping Centre Supplement, 1959, Cat. No. 
63-209, Table 1, p. 33; Shopping Centres in Canada, 1964, Cat. No. 63-214, Table 1, p. 7. 
Shopping centre data for 1956, discount department store data for 1964, and retail trade data 
(1956, 1959 and 1964) were all derived from unpublished DBS worksheets. 
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Table 8.13 — Sales in Metropolitan Area Shopping Centres as a Percentage 
of Total Shopping Centre Sales, Canada, 1956, 1959 and 1964 


Metropolitan Areas 1956 1964 


Calgary tists. colsts dxiviair- iste aie oe ere etree : 5.0 
Fodmontondetis ie stetetereis > nes Ps 4.6 
PUBL sree ters hee 5 ciniere sane sre sasiets 1.9 
Hamilton, sets ete > seis 3 e's ae : ‘ J.0 
Kitchener ...... hace Mischa ilo tecaieh nk a a 0.4 
LWondonmic esis ssces ss a : 2S 
MOn trea (3), susie oe + sisi oietab? suis a ‘ 14.2 
OUaWai ns seles ess ns ee eces 4.1 
OWebeC. Git yin, cic'c-t« sie'e st oles 3.5 
Siaititoy Ons se bsercte slcles F a 

Stu John’s Nfldat. = 
SUGDULYisns <phisie/elsge a) wi sale, esi eteie scetese tele a 

TOrOn to. #2. oe. ale/ ars) wicts ewieleie sieigie sre 27.4 


Viatic OUVEl Teo cet titce weisired somists oc 7.3 
MWECCOLI Gi: Fe cschais: etme so slates join cs 1.0 
WINGS Ola lsiete.s.< « statnie ¢ ote ete 1,3 
Winnipeg ...... iste s 2.6 


Total, all areas 


4Figures withheld to avoid disclosure of individual operations but included in totals. 


SOURCES: Derived from unpublished DBS worksheets. 


Table 8.14— Annual Rate of Increase in Shopping Centre Sales and in Total 
Retail Trade, Canada, 1957 - 1964 


Shopping centre Total retail 
sales trade 


SOURCES: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, text table, 
p. 3. Retail trade data were derived from Table 3.2. 
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At the same time, the form and operation of shopping centres will 
change to some extent. For example, the consumer can look forward to more 
enclosed malls to protect him from adverse weather conditions, and ‘‘ramped’’ 
parking to bring him closer to the stores themselves.*' Because of the 
popularity of evening shopping, it is expected that shopping centre merchants 
will increase their pressure on municipal authorities to extend shopping 
hours.’” Finally, as the cost of land is forced up by population increases in 
areas close to metropolitan centres, shopping centre developers will move 
even further from the core to the far semi-rural fringes, with the emphasis 
on regional centres where justified by population potential. Around many 
cities, this decentralization is already under way (Table 8.13). 


Despite an 18.5 per cent increase in shopping centre sales from 1963 
to 1964, due in part to an overall increase in total retail trade, it is probable 
that the period of truly explosive growth in shopping centres is coming to an 
end (Table 8.14). On the other hand, sales within shopping centres continue 
to grow much more rapidly than retail trade as a whole, so that a period of 
healthy growth is still in prospect. 


The future of the shopping centre in Canada is assured. It is becoming part 
of our pattern of living. It will not displace the traditional downtown shopping 
areas, but rather complement them. ...Where there is sound planning, 
merchandising experience and a continuing input of promotion after the shop- 
ping centre is built and open, the outlook is most propitious for the equity 
holder, the mortgage lender and the retail tenant.** 


1k enneth Smith, ‘‘Cars Go Under, Over Future Plazas: Developer,’’ Globe and Mail, 
' December 7, 1965. 


12Bruce Gendall, ‘‘New Shopping Centre Look—More Malls, Longer Hours,’’ Drug 
| Merchandising, Vol. XLIV, No. 7, @Qiuly, 1963), p. 20. 


13Morgan Reid, ‘‘The Economics of the Shopping Centre,’’? The Commerce Journal, 1960, 
im. 31. 
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Chapter Nine 


AUTOMATIC MERCHANDISING 


Depending on one’s definition of a vending machine,’ sporadic efforts 
at automatic vending can be traced to ancient times. The modern era of 
automatic vending is said to have begun in the 1920’s with the development, 
in the United States, of the first workable cigarette dispenser. Within a few 
years, Slug-rejecting and coin-changing devices had been perfected and the 
industry had “‘its first real grip on life.’’* It was a tenuous grip, however. 
Locations were often poor, pilferage was excessive, and mechanical 
limitations generally restricted sales to penny items such as gum and candy. 


In the late 1930’s and the 1940’s, several developments widened the 
opportunities for machine vending. Consolidations among United States 
vending machine operators helped to create larger, more efficient and more 
research-oriented companies. Cigarette machines began to appear in 
taverns, restaurants, bowling alleys, railway stations, and other places 
where appreciable numbers of people congregated. Machines were perfected 
for vending milk, coffee, and bottled soft drinks. Finally, with the Second 
World War, “‘the mobilization of industry placed many plants on an around- 
the-clock basis, and this provided a great opportunity for the automatic 
vending equipment located close to work, enabling factory workers to secure 
a candy bar, package of cigarettes or a cold drink at any hour of the day or 
night.”’* Vending machines appeared in defence plants, army camps, 
hospitals, and government buildings. Probably ‘‘...it was the war, more 
than any other single factor, which made the silent salesman ‘respectable,’ 


an accepted sales tool, fit for polite society.’’*> By 1951, it was estimated 


: 
| 
| 


i 
) 


that United States consumers were spending over $1 billion in vending 
machines.° 


1For DBS definitions of ‘‘automatic vending’’ and ‘‘vending machine operator,’’ see 
Appendix 9.A. 


2See, for example, G.R. Schreiber, A Concise History of Vending in the U.S.A. (Chicago: 
Vend Magazine, 1961); W.J. Manning, Jr., ‘‘Automatic Selling: A Business in Billions,’’ 
The Management Review, Vol. XLIX, No. 10 (October, 1960), pp. 15-22; and Martin V. 
Marshall, Automatic Merchandising (Boston: Graduate School of Business Administration, 


Harvard University, 1954), pp. 5-8. 


Robert Z. Greene, ‘‘Automatic Merchandising— Where Does It Go From Here?’’ 
Proceedings of the Twenty-seventh Annual Boston Conference on Distribution (Boston: 
Retail Trade Board of the Boston Chamber of Commerce, 1955), p. 69. 


‘Wilbur B. England, ‘‘Automatic Merchandising,’’ Harvard Business Review, Vol. 
XXXI, No. 6 (November-December, 1953), p. 89. 


5Greene, op..cit., p. 10. 


®England, Ops Cites ps (Ol. 
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In Canada, there was practically no vending machine industry before 
the Second World War. There were no vending equipment manufacturers, 
operators were few, what machines there were came almost entirely from the 
United States, and they tended to be ‘‘grubby gum, candy and chocolate bar 
‘slot machines’ which could be found at street corners.’’’” 


Table 9.1 — Percentage Distribution of Vending Machines Operated by 
Vending Machine Operators, by Location, Canada, 1958 - 1965 


Location 1958 1959 1960 1961 


p.c Pace 
Industrial plants). ss cisco our site basa ce aks 2020 
Business (Offices= sc shiec.n pier eiersgesieueaass 4.2 
Amusement and recreation centres ...... ca 
Hotels, motels, restaurants, taverns, 

Mess Nalisave. 30) uk, st eee Re meme re 21.9 
Gasoline service stationS ......s..000¢ 15.0 
Institutions, i.e., hospitals, universities, 

SCHOGES SC Ce es sete e aitihane Chiko eterees ace ece 2.9 
ABmOtner LOCATIONS 7c. .asuy bumsi teers’ s aie lene coer 20.8 250 


AH clo Cations iit. °F SARPET Oe cusdebekt blew. <r eten 100.0 100.0 100.0 100.0 


1963 1964 1965 
Dec D.c: pic. 
Industrialiplantsiy, -2lG). Ae lin. ode. © 23.8 23.6 
Business‘offices, AGRE. Oe . ESR ogy | 
Amusement and recreation centres ...... 8.1 
Hotels, motels, restaurants, taverns, 
méeésschalls 5. 3%. ated uke «ees Gitar veins 1O=S 
Gasoline service stations ......ccecoes 18.1 
Institutions, i.e., hospitals, universities, 
SCHOOLS 2 CLCe, 1x chess: chi olslae eA cies eee nhebet ane 4.8 
All other locations 20.8 


oeceoevoereoeweoee eee ee eee @ 


PLINTOCALION SY o.v-ccrcterc ec ceolanere Suse tie nec etene 100.0 100.0 100.0 100.0 


8 Included in ‘‘All other locations.’’ 


SOURCES: Canada, DBS, Vending Machine Operators, Cat. No. 63-213 (1959-1965 annual 
issues), various tables. 


Several factors account for the lag in automatic vending in Canada. 
Probably the most important was the scarcity of high-density, high-traffic 
locations which are indispensible to successful machine vending. This in 
turn created intense rivalry for viable locations and led to the bidding up of 


7¢«Automatic Vending—Service Industry of the Future,’’ The Monetary Times, Vol. 
CXXXI, No. 10 (October, 1963), p. 14. 
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the commissions offered to location owners. In addition, heavy import duties 
meant that the machines themselves cost much more than in the United 
States. Their cost was raised still further by the need to adapt United 
States machines to Canadian coinage and package sizes. 

The high prices of locations and equipment had other unfortunate 
effects. In particular, they sometimes led to the use of inferior machines, 


the sale of mediocre products, and the provision of inadequate service. Thus 


the initial resistance of Canadian manufacturers to in-plant feeding by 
means of banks of vending machines was based partly on dissatisfaction 
with the quality of the vended foods and partly on the difficulty of keeping 
the machines fully serviced. 


Nevertheless, several postwar developments served to speed the use of 
vending machines in Canada. Advances in refrigeration, packaging, and elec- 
tronic cooking led to new kinds of vending machines and made available to 


Table 9.2 — Vending Machine Sales, Retail Trade, and Vending Machine 
Sales as a Percentage of Retail Trade, Canada, 1958 - 1965 


Item 1958 1959 1960 1961 


Vending Machines: 


‘Potalisales ..<.ss 0s $7000 33,742 38,711 44, 960 
MOD P= LOUON so -3 51a: s as p.c. j Wek 147.0 T7037 
Year-to-year change .. p.C. +t: 2Bad iA 7 +k 6. il 


Retail Trade: 
Total Sales). . soc acs. » 000 
POSS MOOR. ss o's aa sas Pace 


16,459,857 
100.0 


17,426,661 
105.9 


ate 5.9 


17,750,120. 118,105,173 
107.8 110.0 


+ 1.8 Aveo e 


Vending machine sales as 
a percentage of retail 


2 et ee Se ae p.C. 0.25 
1965 

Vending Machines: 

Motel Sales il. ss +s $7000 57,799 67,580 TE oO7 89,815 

POD a OO bs as oue. 20,5 p.c. 219.5 256.7 298.4 341.1 

Year-to-year change .. P.C. + 28.6 ae Mere) pee lene + 14,3 
Retail Trade: 

PiGta Sales | s:. . 5. 3.2 $7000 | 19,301,925 | 20,405,995 | 21,654,842 | 23,298,445 

Sh hie 8 Oa a p.c. ag ys 124.0 13,0 141.5 

Year-to-year change .. p.c +” 6,6 ai ies re F651 *. 760 
Vending machine sales as 

a percentage of retail 

Ee LIPS S Mitia s a lehy 0 2 p.c. 0.39 


SOURCES: Canada, DBS, Vending Machine Operators, 1965, Cat. No. 63-213, p. 3. For 
the retail trade series, 1958-1966, see Table 3.1. 
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the consumer a wider range of uses and services. As well, the rapid growth 
of secondary industry and of shift work led to more in-plant feeding, Finally, 
as the coffee break became universal, workers in both plants and offices 
found it more convenient to have coffee, cigarettes, and snacks close to their 
work stations. 


Given these favourable conditions, automatic vending began to win 
wider acceptance in Canada. Industrial plants, business offices, and 
institutions became important locations for machine-vended products 
(Table 9.1) and total sales advanced briskly. Between 1958 and 1965, sales 
by vending machine operators jumped from about $26,000,000 to over 
$89,000,000 — approximately six times the rate of growth of sales in retail 
stores in Canada (Table 9.2). 


Table 9.3 — Per Capita Sales by Vending Machines, by Region, 
Canada, 1965 


Region Per Capita Sales 
$ 
Atlantic: Provinces ie she sis «vere an 6 oie vise aia che nieeaie-« fencanar 2.39 
CHIEDEC © c's Wea sYerele Sclste ip ar cberere wit tei eis leuat hae ge ere wi dtees eenere ou 
OMTATIO'.'. s scale: NiePits stele sche Witte, eteveve bia lel onesie: eteneielersis s eaageaene 5.67 
Prairie;Provinces  Ojvidarcinue aeietare as lore es siete ocste shalom 2.83 
British Columbiass: cs os. stewaste sc «© isttitiatels «a. 6 ale oerele « 4.89 
Average, all TeGiOns...Biccic sm osiriWiaieie tes «Wie laiettecite fs 4.59 


8Includes Yukon and Northwest Territories. 


SOURCES: Canada, DBS, Vending Machine Operators, 1965, Cat. No. 63-213, p. 3, and 
Estimated Population of Canada by Provinces, at June 1, 1965, Cat. No. 91-201, Table 1. 


The increase in vending sales has not proceeded at a uniform rate in 
all regions of Canada. Per capita spending in vending machines has been 


much higher in Ontario, Quebec, and British Columbia than in the Atlantic 


Provinces and the Prairie Provinces (Table 9.3). This uneven rate of 


penetration has contributed to a very irregular pattern of sales in various 


parts of the country. For example, Ontario, Quebec, and British Columbia, 


which account for about 72 per cent of the Canadian population, produce 


approximately 84 per cent of all vending machine sales, while the Atlantic 
Provinces and the Prairie Provinces, with roughly 27 per cent of the 
country’s population, generate only about 16 per cent of vending machine 


sales (Table 9.4), 
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That pattern bespeaks both the strength and limitations of automatic 
vending. Like other innovations, the vending machine is better suited to 
some milieux than others. For this reason, it gained its first foothold 
in those settings where its advantages were most telling. The vending 
machine is a relatively expensive form of selling and it requires a high- 
traffic location. As a result, automatic vending has been most advantageous 
in areas where population density, industrialization, and incomes are 
relatively high—as in Ontario, Quebec, and British Columbia. Thus, the 
‘‘lopsidedness’’ revealed in Table 9.4 reflects the early stages in the life 
cycle of a new mode of selling. 

What the later stages may bring is difficult to foretell in detail, but 
some general observations are possible. First, there is some evidence that 
automatic vending has already passed beyond what might be called its 
introductory stage in Canada. It is apparent from Tables 9.3 and 9.4 that 
before 1958 the most rapid advances in vending machine sales occurred in 
Ontario, Quebec, and British Columbia. However, since 1958, the most rapid 
gains generally have been registered in the Atlantic Provinces and the 
Prairie Provinces (Table 9.5). This can be interpreted as meaning that a 
fairly significant degree of saturation now exists in those regions which 
formed the original core of the market for vending machines. 


Other data indicate possible future saturation by product line. It is 
true that the list of products which can be sold through machines is im- 
pressively long. It includes such diverse items as ice, gasoline, hoisery, 
perfume, bread, toothpaste, and dew worms. A machine recently introduced 
in Canada is capable of vending up to fifteen products, including snacks, 
pastries, candies, pipe tobacco, cigars, shaving items, cosmetics, hardware 
items, and pocket books. Nevertheless, the list of products sold in signifi- 
cant quantities in vending machines continues to be quite limited. In 1958, 
virtually all the revenue of vending machines in Canada was derived from 
only three kinds of products: cigarettes, food, and beverages. Cigarettes 
alone still account for over half of the total.* More significantly, that 
rather narrow commodity base has not widened appreciably in recent years 
(Table 9.6).° This means that the expansion of vending machine sales has 


®Cigarettes are particularly suited to automatic vending. ‘‘They are a convenience 
good, presold to the public through mass, national advertising, have a consistent quality and 
sell for less than a dollar. Their price of between 35 and 50 cents is consistent with the 
amount of change usually carried by individuals. Package dimensions are similar for all 
brands, making machine standardization possible, and the package is small enough to be 
easily carried around by the purchaser. Cigarettes when factory sealed will remain fresh for 
long periods of time and are relatively unharmed by normal light and temperature variations.’’ 
R.F. Haslett, Automatic Vending in Canada (unpublished master’s thesis, School of 
Business, University of Toronto, 1963), p. 8. 

°The reader should note that the definition of a vending machine operator excludes 
those firms engaged solely in the vending of non-food products (other than tobacco). However, 
after observation and discussion with authorities in the vending field, it is felt that the 
inclusion of these firms, if data were available, would not alter the fact that vending is still 
restricted to a narrow commodity base. | 
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been built on increased patronage of vending machines for established 


purposes and is not due to the extension of automatic vending to additional 
product classes. 


Table 9.5 — Rates of Increase in Sales by Vending Machines, 
by Region, 1958 - 1965 


Region 1958-1959 | 1959-1960 | 1960-1961 | 1961 -1962 


p.ci 
Atlantic Provinces 28.8 
ULE DIB CI, Biers selec sie ese teie 31.4 
PU Datt Gr vig s cla sisie «sis <.6.4) 02 sis.» BPP 
Prairie Provinces 24.1 
British Columbia# 9.9 
Average, all regions ....... 28.1 14.7 16.1 28.6 
1962 - 1963 1958 -1965 

p.c. pec. 

Atlantic Provinces ......ee- é 9.4 516.1 
USD eC aie. Tine sels e's Sie ov e's 18.9 280.2 
VEATICING Ao ig.caie's sle-s) 9.6 4,0 06.8 are Uy pees) 187.8 
Prairie Provinces ..... Sleleieveds 16.9 392.6 
SirSHeC OLIN DIA@ 26's si cece 4 5.9 240.3 
Average, all regions ....... 16.9 16.2 14,3 241.1 


8Includes Yukon and Northwest Territories. 


SOURCES: Canada, DBS, Vending Machine Operators, Cat. No. 63-213 (1959 - 1965 annual 
issues), various tables. 


The continuing reliance of vending machine operators on a few product 
categories is rooted in several limitations of vending machines themselves. 
One is their inability to fulfill the customer’s need and desire for inspection 
of the merchandise in many product categories: ‘‘In the case of stockings, 
we discovered that women prefer to feel the product instead of inspecting it 
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at a distance through the machine’s glass showcase.’’ *° Of equal importance 
is the vending machine’s inability to provide personal selling. As a conse- 
quence, ‘‘venders have not usually been placed in direct competition with 
personal selling outlets offering the same merchandise, except in certain 
locations desiring supplementary sales facilities for peak or off hours.’”’ ™ 
As long as these limitations prevail—and they seem almost inherent in 
machine vending — automatic vending cannot be expected to make rapid gains 
outside of its present product areas. As an executive of one Canadian 
vending company has put it, ‘‘...In retailing generally, I think it is a 
truism that people like to deal with people. As a result, I believe that the 
vending industry’s continued growth will stem from sales increases in the 
standard lines of food, cigarettes, and drinks.’’ *? 


Even within the food field, the vending machine faces competition 
from a retail outlet which is itself more and more like a vending machine: 
‘‘Automatic merchandising has made inroads in Europe because retail 
stores have short hours. But the opposite is true in Canada and I cannot 
envision any big change in our shopping system as long as customers are 
being provided with $60 shopping carts and almost round-the-clock 
service,’’*? 

Because of these limitations, there is general agreement both inside 
and outside the vending industry that “‘only items which have a mass 
market, wide consumer acceptance, low unit value, and high frequency of 
purchase will be successfully sold by machines.’’** Some observers go 
further: ‘‘... Primarily it is a convenience and a substitute method of 
extending retail service that is useful in places where any other mode of 
selling would be even more expensive.’’** As long as this remains so, there 
is no prospect that vending machines will revolutionize Canadian marketing. 


However, it is well to recall that most of the revolutionary changes in 
marketing have stemmed from innovations which were first regarded as un- 
promising. The vending machine already has been freed of its inability to 
handle paper money and perishable products, and other breakthroughs may 


ALE: Taylor, quoted in Roger Newman, ‘‘Automatic Vending Flourishing, Now on More 
Solid Base,’’ Globe and Mail, January 21, 1966. 


UnMarshall, ODMCit tT DpeLOO. 
127 aylor, quoted in Roger Newman, op. cit. 
13D ouglas Keefe, quoted in Roger Newman, op. cit. 


4Thomas A. Staudt and Donald A. Taylor, A Managerial Introduction to Marketing 
(Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1965), p. 236. 


5M.P. McNair and E.G. May, The American Department Store, 1920-1960, Bureau of 
Business Research Bulletin No. 166 (Boston: Harvard University Graduate School of 
Business Administration, 1963), p. 10. 
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Table 9.6 — Percentage Distribution of Vending Machine Sales 
by Commodity, Canada, 1958 - 1965 


Commodities 1958 | 1959 | 1960} 1961 | 1962 | 1963 | 1964 | 1965 


psc. 
1. Tobacco Products 5361 
2. Beverages: 
Hot drinks (coffee, tea, 
hot chocolate) 1551 
Cold drinks (in bottles 
BNP Cups pais ois ols 14.4 
Milk and milk products 2.9 
SEOUL Fi ae shee os 2s 32.4 
3. Food Products: 
Confectionery (bulk 
and packaged).... Syte! 
Sandwiches (hot 
ANUUCOLG) £1, ax 0:3 age 4.2 
EN det Se Oe ra 3.4 
Canned hot foods and 
TEES OUOS 5.5.5 acs 60: 0.9 ee) 
Frozen refreshments a a a 0.3 
Other hot foods..... b b 0.1 Oot 
Other cold foods.... 0.1 Ort 0.1 0.1 os 0.1 
eet Weseeie 1” “nm na Die pet Ee: 
4 abe 2 ta ory a eingel ac’ 2 


: Total, all items... |100.0]100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


@Included with ‘‘Milk and milk products.’’ 

bIncluded with ‘‘Canned hot foods and hot soups.’’ 

CIncluded with ‘‘Other cold foods.’’ 

--Less than 0.05 per cent. 

| SOURCES: Canada, DBS, Vending Machine Operators, Cat. No, 63 -213(1959 - 1965 annual 
issues), various tables. 


; 
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follow. For example, at least one company in Canada is experimenting with 
vending machines which will accept credit cards.*° Similarly, frozen-food 
vending machines have now been installed in large apartment buildings in 
Toronto, Ottawa, and Vancouver, where they are ‘“‘helping tap the huge 
buying potential of apartment building residents....’’*’ Similarly, it may be 
that the vending machine will find substantial new markets in schools, on 
trains, and in motels. 


Moreover, automatic vending contributes to an historic and irreversible 
trend in economic life: the shift from manpower to horsepower. Mechaniza- 
tion has met fewer obstacles in manufacturing than in marketing, but in 
marketing, too, ‘‘the use of machines is now more clearly moving beyond 
the auxiliary functions performed by trucks, typewriters, adding machines, 
and cash registers.’’*® Within the marketing system, the machine has met 
its most stubborn obstacles at the retail level, this being the point in the 
system where business firms are especially small and scattered and where 
the consumer becomes a direct participant. It is there, of course, that the 
vending machine has appeared. In this larger context, the vending machine 
represents an important new instrument in the effort to mechanize economic 
activities at the very point in the economic process where advances are 
most urgently required. 


167 ohn Picton, ‘‘Credit Cards to Operate Newest Vending Machines,’’ The Financial 
Post, September 10, 1966. 


17¢« Automatic Vending—Service Industry of the Future,’’ 


CXXXI, No. 10 (October, 1963), p. 15. 


The Monetary Times, Vol. 


1’uicNair and May, op. cit., p. 10. (This point is developed further in Chapter 10.) 
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TRENDS IN MARKETING MANAGEMENT: 
THE RATIONALIZATION OF THE 
MARKETING PROCESS 


INTRODUCTION 


In the course of this study, many trends have been noted —changes in 
the role of marketing in the Canadian economy, shifts in the allocation of 
marketing functions within Canada’s business system, and movements in the 
competitive positions of various of Canada’s marketing institutions. 


Accompanying those trends, there have been significant changes in 
how marketing is managed. They also deserve attention. 


The Introduction premised that distribution and production are not two 
processes but one, and that in marketing, as in production, the mainspring 
of change is the drive to increase productivity. In subsequent chapters it 
has been seen that there is a relationship between trends in marketing and 

trends in production. Chapter 1 indicated that the development of an 
advanced distribution system and the development of an advanced produc- 
‘tion system have been conditional on one another. Chapter 2 revealed a 
functional shuffle which acknowledges no boundary between the distributor’s 
‘receiving platform and the producer’s shipping dock. And Chapters 3 through 
9 indicated that new distributive institutions often represent successful 
efforts to apply the formula of the factory to the marketing of merchandise. 


| The connection continues when one turns to trends in the management 
of marketing activities. In production management, increased productivity is 
achieved through rationalization, ‘‘rationalization’’ being “‘the organization 
of a business or an industry upon an orderly basis to avoid waste, to 
simplify procedure, to co-ordinate various parts, etc.’’* The successful 
rationalization of any set of production activities depends in turn on the 
degree to which they are managed as a total operating system, a system 
being ‘‘an arrangement of things so related or connected as to form a unity 
or organic whole.’’? The most thoroughly rationalized of these production 


lwWebster’s New International Dictionary, Unabridged (2nd ed.; Springfield, Mass.: 


|G. andC. Merriam Co., 1953), p. 2066. 


2Webster’s New Twentieth Century Dictionary, Unabridged (2nd ed.; New York: The 
World Publishing Company, 1966), p. 1853. 
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systems display several common characteristics: they operate according to 
set routines; they are highly mechanized; they employ standardized equip- 
ment, parts, components, and raw materials; they carry specialization to an 
advanced point; and they are guided by percipient feedback arrangements. 
The well-run oil refinery, automobile assembly plant, wheat farm, and 
poultry station are all managed in this way. 


Trends in marketing management can be seen to follow this same 
general pattern. The parallel is imperfect, if only because the principles of 
systems management are more difficult to apply to distribution than to 
production: 


The practice of administration in marketing has been handicapped by a type 
of cultural lag. In every phase of marketing operations the application of 
systematic methodology to the management task has trailed by approximately 
one generation the experience in the field of production.° 


Nevertheless, it is toward the model of an advanced production system that 
marketing managers are moving. More important, it is in the continued 
application of its precepts that one can foresee the shape of things to come. 
The following sections elaborate and illustrate this theme. 


ROUTINIZATION 


One of the salient characteristics of an effective system, and notably 
a production system, is that it is ‘‘routinized.’’* Routinization involves the 
reduction of a complex task to a series of repetitive operations arid de- 
cisions, each of which is handled according to a predetermined standard 
procedure. The resulting economies are immense. In marketing, the possi- 
bilities are not fundamentally different. If sales are to be mass produced, 
transactions must be routinized. 


One major reason that production systems are more amenable to 
routinization is that in a production process almost all of the operatives are 
employees who can be expected to follow uniform directions, whereas in a 
marketing process the direct participants include customers who cannot be 
required to follow prescribed procedures in the interest of technical effi- 
ciency. However, one must not overstate the case. Consumers and industrial 
buyers are themselves representatives of operating systems (the household 
and the business enterprise) which they attempt to manage in an effective 
way.° Therefore, while “‘trends in... distribution are usually interpreted as 

3Melvin Anshen, ‘‘Management Science in Marketing,’’ Management Science, Vol. II, 
No. 3 (April, 1956), p. 222. 


“The early parts of this section owe much to the ideas of Wroe Alderson; see his 
Marketing Behavior and Executive Action (Homewood, Ill.: Richard D. Irwin, Inc., 1957), 
Chapter 10. 


5For an elaboration of this analogy, see M.S. Moyer, ‘‘Two Solitudes: Consumer 
Marketing and Industrial Marketing,’’ Newsletter of the Toronto Chapter of the American 
Marketing Association, April, 1965. 


212 


ROUTINIZATION 


resulting from two forces: the profit-motivated drive for efficient operation 
by distributors, and a set of unrelated...conditions affecting the behavior 
of consumers...a more fruitful approach is to regard consumers also as 
seeking maximum efficiency: efficiency in consumption.’’° One way to 
maximize the efficiency of consumption is to minimize the costs of acquisi- 
tion— money, time, and energy. In fact, some of the most noteworthy trends 
in marketing can be seen as successful efforts to reduce the costs of 
distribution in terms of money, time, and energy, by routinizing transactions 
between consumers and sellers or between business firms operating within 
the distributive system. 


The general adoption of a one-price policy by Canadian retailers can 
be explained in these terms. By the late 1800’s, many stores, particularly 
department stores, had become rather complex systems of products and 
people; they were no longer suited to ad hoc decision-making on matters of 
a recurring nature, the most prominent of which was the price to be charged 
to individual patrons. By setting standard retail prices in advance of sale, 
retailers eliminated price negotiation between shopper and sales person, 
thereby reducing individual bargaining to a simplified routine. Without the 
adoption of this standard operating procedure (at the cost of some flexi- 
bility), the mass production of retail transactions would have been quite 
unattainable. Therefore, while the adoption of the one-price policy is some- 
times cited as an advance in business ethics, it was above all a logical 
outcome of the search for more productive marketing systems. The tendency 
of retailers and even wholesalers to ‘‘go with’’ the prices recommended by 
their suppliers reflects the same logic applied to earlier stages in the 
process of distribution. 


Of all the devices to rationalize the marketing process through the 


- routinization of activities within the distributive system, the most prominent 


is the continuing displacement of personal selling by mass advertising. A 


distribution system must process information as well as merchandise. By 


creating and dispensing standardized selling messages, advertising reduces 
the amount of effort involved in providing that information on an individual 
basis at each of many points-of-sale, thereby freeing salesmen for those 
activities which cannot be reduced to a routine. That division of labour, 


however, is far from complete: ‘‘The millions of orders written by thousands 


| 
| 


of salesmen today is often a clerical function—not a creative selling 
function.’’? Therefore, while it is too much to claim that “‘advertising is 


®Anthony Downs, ‘‘A Theory of Consumer Efficiency,’’ Journal of Retailing, Vol. 
XXXVI, No. 1 (Spring, 1961), pp. 6-7. In the authors’ view, Downs might have more 
accurately used the term ‘‘efficiency in shopping and consumption.’’ 


7John C. Lockwood, President, Lever Brothers Limited, “To Sell or Not to Sell in 
1970,’’ an address to the Nineteenth Annual Sales Management Conference of the Advertising 
and Sales Club of Toronto, January 12, 1965. 
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automated marketing communication,’’* it is true that a growing proportion of 


marketing information is being mass produced rather than hand crafted. 


The trend to prepackaging is also inkeeping with the need to routinize 
activities within a large system. The package, of course, provides an 
additional vehicle for standard selling messages, thereby contributing to 
the ‘‘automation’’ of marketing communications. Equally important, packaging 
eliminates individual negotiation over the quantity and quality of the 
product involved each time that a transaction occurs within the system. 


Branding has also become a major instrument in rationalizing the 
distributive process. When products are branded, the shopper need not 
investigate repeatedly the merits of rival offerings. In effect, the buyer can 
routinize the shopping process by applying a standard set of decisions to 
recurring problems of choice. Branding also streamlines the transmission of 
marketing information in that, once buyers have learned the attributes of a 
given make, the brand name alone serves as a convenient summary of a 
much longer product story. In general, therefore, brand names contribute to 
efficiency in a marketing system in much the same way that symbols, codes, 
and other abbreviations serve to speed the operation of production or 
military systems. 


The offering of increasingly comprehensive service guarantees also 
bears mention. In the absence of service guarantees, whether in the form of 
a warranty or a service contract, the buyer of equipment would have to 
invest considerable time and effort in investigating the adequacy of each 
make prior to his purchase and in negotiating for services when required 
after purchase. By relieving some of the buyer’s uncertainty in these matters, 
the service guarantee eliminates some of the work of investigation and 
negotiation which would otherwise be necessary in the purchasing of such 
products. 


The increasing use of standard plans for extending credit is another 
means whereby marketing activities are routinized. Under these plans, the 
buyer and seller negotiate once to determine the buyer’s credit standing 
and to establish the terms under which debts will be incurred and repaid. In 
subsequent dealings, the presentation of the charge plate or credit card 
obviates the need for credit investigation and negotiation of terms. Thus, 
credit transactions become a matter of routine. Further economies result 
from the fact that repayment usually follows an agreed plan, since it is 
often easier for buyer and seller alike to make and receive periodic payments 
by cheque than to conduct every transaction on a cash basis. Since they 
accord with good systems design, credit cards and similar arrangements for 


SRussell H. Colley, Defining Advertising Goals for Measured Advertising Results 
(New York: Association of National Advertisers, Inc., 1961), p. 57. 
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routinizing the granting of credit will doubtless become more universal in 
their application and more common in their use. 


The general adoption of one-price policies, mass advertising, packag- 
ing, and branding all laid the groundwork for another device for routinizing 
distributive operations — self-service. Customers often find it necessary or 
convenient to make unusually heavy demands on sellers at particular times 
during the day, the week, or the year. In meeting these demands, distributors 
usually experience peaks and troughs in their operating schedules. By 
contrast, routinization usually requires an even tempo of work. The problem 
is not unlike that in production systems, but it is more acute, especially 
at the retail level: 


... Whereas in a factory the rate of work, and hence the productivity, depends 
on the rate at which workers can or will work or keep up with a conveyor belt, 
in a shop it depends on the whim of the customer. Work starts when the 
customer enters, it proceeds largely at her pace while she is present and 
when she goes it stops or at any rate proceeds at a relatively slack pace. 
Any innovation in retailing, therefore, which transforms work from that which 
is dependent on the timing of the customer to that which can be done in- 
dependently of her presence, has an important influence on productivity ...° 


Self-service does just that. It does not eliminate the retailer’s dependence 
on the timing of the customer, but it does reduce it. ‘‘There are still spurts 
and rushes at the check-out but much more of the other work can be spread 
more evenly overthe week. ... The work pace can be maintained at a steady 
rhythm.’’ *° In other words, it can be more readily routinized. 


All of the developments mentioned to this point pertain primarily to 
dealings between marketers and consumers. The number, pervasiveness, 
and general acceptance of these practices indicate that consumers are 
prepared to accept a measure of routine in shopping if, in consequence, 
there is a saving of money, time, and energy. Whitehead noted that ‘‘it is a 
profoundly erroneous truism...that we should cultivate the habit of thinking 
of what we are doing. The precise opposite is the case. Civilization 
advances by extending the number of important operations which we can 
afford without thinking about them.’’** It may well be, then, that the 
prospects for innovations which routinize the relationships between 
marketers and consumers are more promising than is generally supposed. 


There are also abundant opportunities for routinizing the process of 
exchange between marketing firms themselves. Vertical integration through 


Wits McClelland, ‘‘Organization of Distribution,’’ Journal of Industrial Economics, 
Vol. XXII, No. 2 (April, 1963), p. 86. 


107 Ww. Cynog-Jones, ‘‘Revolution Across the Counter,’’ Free Labour World, Vol. XI, 
Mo. 3 (March, 1961), p. 112. 


M1Aifred North Whitehead, quoted in Daniel Teichroew, An Introduction to Management 
Science; Deterministic Models (New York: John Wiley and Sons Inc., 1964), p. 5. 
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outright ownership is the most obvious tactic for rationalizing the flow of 
goods through several levels of the distributive system: 


One of the great opportunities for the routinization of transactions pertains to 
transactions between the retailer and the wholesale warehouse, in fact, there 
is wisdom in the definition of a chain store organization as a wholesale 
warehouse with an assured group of customers. Having an assured group of 
customers, of course, eliminates an element of risk; but it also contributes to 
the routinization of transactions. Usually, the retail stores make requisitions 
on standard forms which list the whole inventory carried in the warehouse. In 
some cases, these forms are arranged so as to correspond to the arrangement 
of goods along the assembly line in the warehouse. Thus the processes of 
order assembly and of carrying out goods to the stores are reduced to effec- 
tive routines.’ 
The statements above are borne out by the fact that the corporate chain has 
achieved its highest level of penetration in those product fields which are 
most suited to routinized transactions (see Chapter 6). It should be noted, 
however, that common ownership is not a prerequisite to more methodical 


order-filling procedures: 


This kind of operation is not restricted to relations between chain-store units 
and their central warehouse. Many modern efficient wholesale warehouses, 
particularly in the grocery field, have adopted similar devices for co-ordinating 
orders from retail customers with operations taking place within the ware- 
house.? 
The leading example is, of course, the voluntary chain, which has been 
largely successful in routinizing and rationalizing the working relationship 
between ‘‘independent’’ stores and their suppliers. The success of the 
voluntary chain, plus the previous analysis of the growth of corporate 
chains, suggest that retail outlets which are not affiliated with some larger 
system of stores will have increasing difficulty in competing on the basis 
of low costs and low prices. 


An emerging avenue for routinizing transactions between middlemen 
and manufacturers lies in the development of automatic procedures for 
replenishing stocks at the retail and wholesale level. Reorders at these 
levels are usually routinized to some extent, in that the terms of sale 
(prices, minimum order quantities, and so on) are often standardized. 
However, they are not routinized in the sense that the amount and timing 
of each order are usually arrived at only after the buyer has considered 
existing stock levels and prospective sales in each particular case. When 
demand is irregular, short lived, or uncertain, as it is for many products, 
this procedure is unavoidable; each buying decision must be ‘“‘custom 
made.’’ But when demand is relatively stable and predictable, as in the 
case of many convenience goods, buying can be streamlined. ‘‘Management 
science’’ has yielded more penetrating techniques for determining optimum 
purchase points and order quantities. Knowledge of these benchmarks allows 


12 Alderson, Op. Cit,, ps0; 
Stpid., p. 300, 
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the development of ‘‘decision rules’’ for reordering. In turn, these rules can 
often be couched in quantitative terms. ‘‘Plato said: ‘Laws are the substitute 
for the supremely wise man.’ All through merchandising decision making we 
are newly acquiring the ability to substitute a ‘law’ (i.e., a mathematical 
relationship) for that ‘supremely wise man’, the [store] buyer.’’** When 
decision rules can be expressed in mathematical relationships, they can be 
translated into computer programmes. In such instances, computer pro- 
grammes become standard operating procedures which govern distributive 
activities of a repetitive kind. Distribution—like production—is thereby 
routinized. 


Another procedure which is finding wider application in distribution, 
and which has the effect of routinizing key decisions, is linear programming. 
This is a technique employed for determining what resource mix (for ex- 
ample, machines or salesmen) will maximize a specified measure of effec- 
tiveness (for example, profits or sales) in a system subject to a number of 
constraints (for example, machine capacity or salesmen’s time). Linear 
programming is, therefore, a useful tool for allocating limited resources to 
alternative uses when the choices involved are ‘‘interlocking’’ and subject 
to boundary conditions. This kind of problem is common in marketing. Hence 
linear programming has been used with some success in apportioning 
advertising budgets among various media, in assigning a limited production 
capacity to several products, in allocating sales effort to alternative 
markets, and in alloting shipping assignments to each of many plants and 
warehouses.** The application of linear programming is limited by the fact 
that it must assume linearity and certainty in the relationships which are 
being analysed, and by the fact that input data are sometimes difficult to 
obtain. However, 


...It is difficult to exaggerate the opportunities for reduced marketing costs 
and increased marketing efficiency ...which are offered... by the combined 
techniques of distribution cost analysis and mathematical programming. In the 
offing may be a revolution in...distribution that is fully comparable to the 
triumph of time and motion studies and cost analysis in the factory.'® 


14D avid L. Yunich, ‘‘EDP in the Department Store,’’ Columbia Journal of World Business, 
Vol. I, Inaugural Issue (Fall, 1965), p. 89. 


For an example of its use in media scheduling, see Clark L. Wilson, ‘‘Use of Linear 
Programming to Optimize Media Schedules in Advertising,’’ in Henry Gomez (ed.), Proceed- 
ings of the Forty-Sixth National Conference of the American Marketing Association (Chicago: 
American Marketing Association, 1963), pp. 178-91; for an example of its use in production 
scheduling, see Alexander Henderson and Robert Schlaifer, ‘‘Mathematical Programing: 
Better Information for Better Decision Making,’’ Harvard Business Review, Vol. XXXII, No. 3 
(May-June, 1954), pp. 83-90; for an example of its use in allocating sales effort to alter- 
native markets, see Frank J. Charvat and W. Tate Whitman, Marketing Management; a 
Quantitative Approach (New York: Simmons-Boardman Publishing Corporation, 1964), 
pp. 96-98; and for an example of its use in solving ‘‘the transportation problem,’’ see 
Henderson and Schlaifer, op. cit., pp. 77-82, and Teichroew, op. cit., pp. 504-17. 


10William J. Baumol and Charles H. Sevin, ‘‘Marketing Costs and Mathematical 
Programming,’’ Harvard Business Review, Vol. XXXV, No. 5 (September-October, 1957), 
Dp. 52. 
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In applying linear programming and other techniques of management 
science to distributive operations, marketing managers are borrowing part 
of the formula of the factory, which is the codification of the ‘‘one best 
way.’’ ‘“‘What ‘mathematical’ programing does is to reduce the whole pro- 
cedure to a simple definite routine. There is a rule for finding a program to 
start with, there is a rule for finding the successive changes that will 
increase the profits or lower the costs, and there is a rule for following 
through all the repercussions of each change.’’*” Thus, ‘‘the purely routine 
procedures of which it is comprised can be safely entrusted to clerical 
personnel or to a mechanical computer.’’ ** 


Each of these devices for routinizing marketing activities has its 
cost. In general, the price paid is the sacrifice of custom-made decisions 
and the consequent risk that they will produce a bad fit in particular cases. 
However, in the long run, the justification for routinizing the distribution 
process is essentially the same as for the manufacturing process: on 
balance, both promote productivity. 


MECHANIZATION 


Because an economy is essentially a man-tool system, advances in 
productivity are closely associated with tool-building. “‘With the Industrial 
Revolution and mechanization, the man-tool system becomes a man-machine 
system; and by the time we reach the contemporary stage of automation, the 
intermingling, in the productive process, of man and his tools is almost 
complete.’’'® In the marketing process, man-machine systems are less 
common, and the intermingling of man and his tools is less complete. 
Therefore, while the most efficient production systems are capital-intensive, 
many marketing systems continue to be labour-intensive. 


The obstacles to the application of machines to marketing are familiar, 
and they appear formidable. Yet, if distribution is to become more produc- 
tive, it too must be more thoroughly mechanized — and from all indications 
it will. 


Within marketing channels, mechanization has been most successfully 
applied to wholesaling activities. Within recent years, equipment has been 
developed which automatically receives and sorts incoming merchandise, 
stacks it on pallets, and conveys it to storage areas. Other devices have 


Henderson and Schlaifer opeCitssDarLos 
18rpid. ,p. 75. 


1 erbert A. Simon, ‘*The Impact of New Information-Processing Technology on 
Managers,’’ a lecture delivered at the University of Toronto, October 26, 1966, Commercial 
Letter of the Canadian Imperial Bank of Commerce (October, 1966), p. 2. 
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been designed to mechanize the filling of orders. Such devices range from 
robot stock-pickers which tour warehouse aisles to central consoles which 
assemble orders by activating a complex of chutes in which inventory is 
stored.2° These latter innovations are particularly significant because, 
despite the automation of many other warehousing activities, the filling of 
orders is still customarily done by hand. Most of the equipment — such as 
pallet loaders, conveyors, electronic feeder tubes, automatic elevators, 
electric-eye counters, and fork-lift trucks—is under the direct guidance of 
human controllers. In a few cases, however, this equipment is computer- 
directed. The development of computer-controlled equipment represents a 
further move towards the fully automated warehouse. This trend will un- 
doubtedly continue. ‘‘To employ the full potentialities of a computer, we 
must supplement it with hardware it can activate.... The ingenuity of man 
will permit computers to direct yet-to-be conceived machines.”’ *” 


The foregoing examples dealt with efforts to mechanize the handling of 
goods. But wholesaling also involves the handling of information. In this 
area as well, the machine is gradually replacing man. Smaller distributors 
employ punch-card systems, which in turn require key punches, card sorters, 
and tabulators. In larger wholesaling operations, however, it is not always 
feasible to represent the inventory of stock-keeping items by an inventory 
of punched cards which must be filed in tubs and processed in ways that 
correspond to the movement of goods. Therefore, larger distributors employ 
computers to store and process electronically the multitude of facts which 
must be co-ordinated if the movement of huge quantities of merchandise is 
to be controlled. Had mechanization in the handling of goods not been 
accompanied by mechanization in the handling of information, there would 
have been serious impediments to the continued growth of large wholesaling 
establishments. With revolutionary advances in electronic data processing, 
however, it is now feasible to operate more massive factories of distribu- 
tion. And they will be highly automated. ‘‘... Virtually all the work as- 
sociated with middleman distribution, both paperwork functions and the 
tonnage handling, may be performed in a dark warehouse in which none but 
maintenance men will be needed.’’ ** 


20F or examples, see ‘‘The Push-Button Warehouse,’’ Fortune, Vol. LXI, No. 12 
(December, 1956), pp. 140-43ff.; Charles R. Goeldner, ‘‘Automation in Marketing,’’ Journal of 
Marketing, Vol. XXVI, No. 1 (January, 1962), pp. 53-56; ‘‘Computers Begin to Solve The 
Marketing Puzzle,’’ Business Week, No. 1859 (April 17, 1965), pp. 114ff.; and ‘‘Six Million 
Blouses a Year Via Automated Order Filling,’’ Distribution Age, Vol. LVI, No. 3 (March, 
1957), pp. 34-35ff. 


21W H. Meserole, ‘‘Warehouses and Computers,’’ in Wroe Alderson and Stanley ALE 


Shapiro (eds.), Marketing and the Computer (Englewood Cliffs, N.J.: Prentice-Hall, Inc., 
1963), p. 58. 


22Tbid., p. 58. 
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The marketing research industry is also a major processor of in- 
formation. For example, the A.C. Nielsen Company of Canada Limited 
estimates that each day it must make 40 million calculations.** Along with 
the advertising agency, the marketing research house typifies Simon’s view 
that the major activity of the modern corporation is not so much the manu- 
facture of physical products as the manufacture of words and symbols. 
‘‘Automation has even greater impact for the symbol factory than for the 
factory that produces physical products.’’* In the processing of the data 
which form their raw materials, all marketing research agencies have 
become mechanized by shifting from manual to punch-card procedures and 
most are becoming automated through the use of electronic digital com- 
puters.”° 


In a few instances, mechanization has been extended to earlier stages 
in the fact-gathering process. The ‘‘Recordimeter,’’ an electronic device 
installed in the home, records every minute of TV and radio usage in 1,800 
Canadian households. The ARBITRON, an electronic system which interro- 
gates TV sets in American cities, reports listening patterns instantan- 
eously.*° In general, however, the least mechanized operation in the 
marketing research process is the generation of input data. Field work must 
be undertaken manually. Moreover, it is done on a part-time basis, at 
scattered points, and without direct supervision. Therefore, by the standards 
of efficient industrial engineering, interviewing is the weakest link in the 
man-machine system which manufactures marketing information. For that 
reason, interview techniques are a matter of constant concern to marketing 
research companies and sometimes to their clients.’”’ It has been forecast 
that major cities will contain ‘‘master machines’’ which can be quizzed 
electronically for information on consumets and their purchases.” It has 
also been suggested that a universal numbering system, if adopted, would 
facilitate the assembly and analysis of market data: 


At periodic intervals, a reel of magnetic tape containing only the customer’s 
account number would be sent to the census bureau, in Washington or Ottawa. 


23F stimated by officials of the A.C. Nielsen Company of Canada Limited, December, 
1966. 


24Simon, Ops Cit., Deite 


For a description of the most elaborate computer installation in a marketing research 
company in Canada, see Allan Fenton, ‘‘Learning to Live With the 360 (Computer),’’ The 
Executive, Vol. IX, No. 8 (January, 1966), pp. 44-45. 


2°Unlike the Audimeter used in the United States, the Recordimeter does not record 
what station the set is tuned to. The ARBITRON system does not operate in Canada. 


27See, for example, F.L. Torrington, ‘‘Failure in the Field,’’ Newsletter of the Toronto 
Chapter of the American Marketing Association (September, 1965, and October, 1965). 


*8See Wroe Alderson, ‘‘Here’s How Stores Will Face It,’’ in Alfred L. Seelye (ed.), 
Marketing in Transition (New York: Harper and Brothers, Publishers, 1958), pp. 71-72. 
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For a modest fee, an analysis would be made of the distribution of customers 
by sex, age group, marital status, number, age and sex of children, the 
income and other socio-economic data.”” 


Beyond that, few proposals have been made for mechanizing the interroga- 
tion of end users. Therefore, this may well be an area in which “‘...we 
need to pay even more attention to the prospects of using the modern 
electronic digital computer to equip automatic information-processing 
factories.’’ *° 


Compared to other sectors of distribution, retailing has been relatively 
untouched by the machine. This is one reason why over two thirds of the 
work-force in marketing is engaged in retailing (see Chapter 1). Moreover, 
much of that labour is engaged in ‘‘housekeeping’’— an activity which is 
generally less capital-intensive in the store than in the home. At no point 
in Canada’s marketing system would mechanization be more rewarding to 
worker and customer alike.** : 


It is now apparent that ‘‘...at last the dawn of technology is appear- 
ing in retail distribution.’’*? The most obvious example is, of course, the 
vending machine, which in 1965 accounted for about one half of one per 
cent of Canada’s retail trade (see Chapter 9). Others, while less evident, 
are equally significant. They include automatic checkout equipment which 
bags groceries mechanically; wrapping and marking machines which weigh, 
price, and tag merchandise without manual labour; and materials-handling 
equipment, ranging from gravity devices to computer-controlled conveyor 
systems, which sort incoming goods and deliver it to prescribed stock- 
rooms.*° 


Nevertheless, it is at the point-of-sale that mechanization may do 
most to promote productivity in retailing. For years, merchants and makers 
of business equipment alike have sought ways to capture relevant data, 
economically and in machine language, coincident with the sale. This has 
focussed interest on the development of practical optical scanners for fixed 


anne 


2%kenneth R. Lavery, ‘‘How Computer Systems Will Work for Tomorrow’s Retail 
Management,’’ Stores, Vol. XLIV, No. 11 (December, 19162) pee LOe 


Simon, Ope Gite, peute 


311t would also be rewarding to employers: ‘‘Machines are more dependable, more 
industrious and less complaining than workers; they neither marry nor take coffee breaks nor 
join a union.’’ Marcus Long, quoted in “The Individual of Future: ‘No Hard Work, No 
Poverty, and Little Moral Censure,’’’ The Financial Post, September 17, 1966. 


3247, P. McNair and E.G. May, The American Department Store, 1920-1960, Bureau of 
Business Research Bulletin No. 166 (Boston: Harvard University Graduate School of 
Business Administration, 1963), p. 10. 


383Goeldner, op. cit., pp. 53-56; ‘‘Computers Begin to Solve The Marketing Puzzle,’’ 
op. cit., pp. 114ff.; and Charles R. Goeldner, ‘‘Automation: Evolution in Retailing,’’ Business 
Horizons, Vol. V, No. 2 (Summer, 1962), pp. 94-95. 


24 


TRENDS IN CANADIAN MARKETING 


printed characters and point-of-sale recorders which can be linked on-line 
with a central computer. A few such systems are now in operation and many 
more are under consideration.** Their advantages are immense. When details 
of every transaction can be recorded in readable machine language at the 
time of sale and reported daily to a computer, retailing executives will know, 
on a continuing basis, the current status of sales and inventories for every 
store, department, and class of merchandise. In addition, physical stock- 
taking can be eliminated, so that “‘instead of being under the counter count- 
ing stock, the sales clerk can be standing up taking care of customers.’’ *° 


Another innovation which is still in its infancy is the development of 
various systems to tie the computers of two or more companies together, 
thereby reducing inefficiency in inventory control. 

Computers are not only mines of information, they can tell each other what 


they know. One of the most exciting prospects in distribution comes from the 
possibility of two companies’ computers talking to each other. 


coeooeee eee ee gins te Deen hy ig een aie. wig ed mcr catee Gar OMe eo MET gence: a tek eee ar 


The customer’s computer determines what, how much and when to buy...and 
the order is transmitted from the customer’ s data processing center to [the 
manufacturer’ s | data processing center.° 


As the automatic order-picker may open the way to the push-button 
warehouse, the point-of-sale recorder may lead on to the fully automatic 
store. The idea is not new: the crusade of Clarence Saunders to create an 
automated store three decades ago forms one of the most colourful chapters 
in the history of merchandising.*’ Saunders’ Keedoozle store failed, a 
casualty of mechanical troubles, inadequate capital, and a limited range of 
merchandise. Now newer models of the automated outlet have been developed 
which may surmount those difficulties.** But Saunders had faced another 
problem: ‘‘It was just too much for the mind to grasp, too far in advance for 
public thinking.’’*? The unanswered question, then, is whether shoppers, 
having become accustomed to a far more thoroughly rationalized marketing 
system in the intervening years, are now ready for an automated store. 

*“««Computers Begin to Solve The Marketing Puzzle,’’ op. cit., pp. 114ff.; Goeldner, 


‘‘Automation: Evolution in Retailing,’’ op. cit., p. 94; and ‘‘Computer Cuts Liquor Inventory,’’ 
The Financial Post, May 27, 1967. 


Emerson Tolle, quoted in ‘‘Computers Begin to Solve the Marketing Puzzle,’’ op. cit., 
pa1l245 


8 «tNew Strategies to Move Goods,’’ Business Week, No. 1934 (September 24, 1966), 
joey UA ye 


37Saunders is one of the most respected of all business ‘‘failures.’’ For details of his 
pioneering steps in retail merchandising, see M.M. Zimmerman, The Super Market; A Revolu- 
tion in Distribution (New York: McGraw-Hill Book Company, Inc., 1955), pp. 21-24. 


38See, for example, ‘‘Computers Begin to Solve The Marketing Puzzle,’’ op. Cite; 
p. 126; Goeldner, ‘‘Automation: Evolution in Retailing,’’ op. cit., pp. 91-92; and Alderson, 
‘‘Here’s How Stores Will Face It,’’ op. cit., pp. 69-77. 


9 : F . : 
Lee Saunders, quoted in Goeldner, ‘‘Automation in Marketing, 7? "ops cits, pa ose 
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Consumer acceptance of this type of outlet will undoubtedly be tested again 
during the next decade. 


Still other innovations are possible which will eliminate much of the 
labour involved in a shopping expedition. For example, it is not a long step 
from buying mail-order merchandise by telephone to buying store merchandise 
by video-phone: 

... The day is not too far distant when the customer will phone from her home 

to the sweater department of a retail store and ask to be shown various 

sweaters over her telephone color T.V. After she decides her purchase, she 
will write a sales check on her telephone facsimile reproducer and sign it. 

This will reproduce at the store end and be used as a send sales check. 

Alternatively, using a catalogue, she will telephone the mail order department, 

dial her credit account number and the stock number of the desired item. This 

information would be captured in machine language at the store end, and the 


order automatically filled. The necessary data could even be given orally 
and the oral sounds interpreted into machine language.*° 


It is still largely true that goods are made by horsepower and distri- 
buted by manpower. However, this imbalance is being rectified. In seeking 
ways to market goods as efficiently as they are made, businessmen are 
finding new ways to substitute the machine for manual labour in the market- 
ing process. In this way as well, distribution is becoming less distinguish- 
able from the production process and therefore more efficient. 


STANDARDIZATION 


One of the foundations of the factory system is its use of standardized 
equipment, parts, components, and raw materials. 


This practice is being borrowed and applied to distributive operations 
in a variety of ways. Through the use of standardized, interchangeable 
fixtures, display materials, and materials-handling equipment, retailers have 
been able to lower the cost of procurement, increase the flexibility of store 
operations, and minimize the inventory of spare parts which must be held 
in reserve. 


Opportunities of this kind have been widened by the development of 
‘“families’’ of retail units. Franchised dealers can employ manufacturers’ 
standard newspaper mats and promotional literature with only minor modifi- 
cations to suit local conditions. Sponsoring wholesalers in the voluntary 
chain movement can also buy standard fixtures in large quantities on behalf 
of member stores. Chain store organizations can equip new outlets according 
to a uniform pattern. In some cases, architectural plans and store layouts 
can be employed as interchangeable parts, as when a chain organization 


4°L avery, op. cit., p. 16. For another projection of ‘‘shopping’’ in the future, see 
Alton F. Doody and William R. Davidson, ‘‘Next Revolution in Retailing,’’ Harvard Business 
Review, Vol. XLV, No. 3 (May-June, 1967), pp. 4-6ff. 
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uses a similar design for the same departments in several stores. In adopt- 
ing these devices, retailers are simply imitating what is now accepted 
practice among wholesalers and manufacturers. In a well-engineered ware- 
house, the dimensions of packing cases, pallets, storage bins, aisles, and 
materials-handling equipment all tend to be standardized and geared to the 
precise measurements of one another. The results are increased flexibility 
and minimized unproductive space.” 


In such ways, retailers have made great strides in the rationalization 
of retail facilities. No longer is the architect or designer “‘more interested 
in creating a monumental and impressive frame than in trying to display 
merchandise to its best advantage.’’*? No longer are fixtures ‘‘a salute to 
the cabinet maker and his craft rather than an attempt to solve the mer- 
chandising problems of the retailer.’’** No longer is the store front “‘an 
exercise in getting in as many varied materials and forms as the height and 
width of the opening would permit.’’‘** Nevertheless, merchants have still 
far to go in creating retail facilities which are both aesthetic by the 
standards of the shopper and efficient by the standards of the industrial 
engineer. General acceptance of the principle of standardization in the 
design of retail plant and equipment is still in the future. 


Among wholesalers too, major gains in efficiency are yet possible 
through standardization. To date, the most fully automated distribution 
centres have been custom designed, and almost every piece of automatic 
equipment has been especially made for a specific situation. In large 
measure, this approach has been unavoidable: ‘“‘From a systems viewpoint, 
every warehousing problem has almost as many dimensions as a human 
body.’’*5 However, part of the problem stems from the lack of standardiz- 
ation of shipping cases — and, in part, that 1s avoidable: 


Companies would get more benefit from automation if they would get together 
and try to standardize their shipping cartons. Then makers of materials- 
handling machinery could afford to invest heavily in the development and 
production of cheaper and more reliable automatic equipment. It would still 
be necessary to do some custom tailoring in each warehouse, but it would be 
a~ lot Jess expensive to assemble standard machines than to build them to 
order. 


For a summary of the principles of efficient warehousing, and one which illustrates 
these points, see William H. Meserole, ‘‘Warehousing Costs Can be Cut in Half,’’ Material 
Handling Engineering (formerly published as FLOW), Vol. IX, No. 4 (April, 1954), pp. 74ff. 


“2Mforris Lapidus, ‘‘The Short Past of Store Design,’’ Stores, Vol. XLII, No. 9 (October, 
1960), p. 62. The reminiscences of the author serve as a revealing summary of changes in 
the approach to store design over the last forty years. For a companion article summarizing 
changes in the stores themselves, see Olindo Grossi, ‘‘50 Years of Store Design,’’ Stores, 
Vol. XLII, No. 9 (October, 1960), pp. 10-22. 


431 apidus, op. cit., pp. 62-64. 

“1 apidus, OP. tGil.. DsO4e 

45<¢The Push-Button Warehouse,’’ op. cit., p. 150. 
“°rbid., pp. 181-82. 
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As mentioned above, one of,the characteristics of the factory is that 
it employs standardized raw materials. For the middleman, the counterpart 
of raw materials is the finished inventory he sells, and this too is becoming 
standardized. This obviously holds for manufactured articles. What is not so 
obvious is that to some extent it holds for natural products as well: with 
improved methods of growing and grading poultry, livestock, and field crops, 
agricultural producers are able to achieve something of the uniformity of 
output which the manufacturer attains in making articles to predetermined 
specifications. 


Standardized products contribute immensely to the rationalization of 
distributive activities. When goods are uneven in quality they must be sold 
on the basis of individual inspection, which is a major impediment to 
efficient exchange within trade channels. With greater uniformity of product, 
one can buy and sell on the basis of samples or descriptions of the goods 
involved —on the strength of a known grade, stock number, or brand name, 
for instance — with obvious economies ‘in the process of exchange. Futures 
trading, hedging, and sales in transit, all indispensable to the efficient 
marketing of agricultural products, have been made possible by the develop- 
ment of more uniform products and more reliable grades. Standardization of 
products has also meant the more effective use of storage capacity within 
the distribution system, since goods such as wheat which have been properly 
graded need not be stored separately and products which do not require 
storage can be eliminated. 


The standardization of products has also facilitated marketing by 
reducing the risks involved. One source of risk is lack of relevant marketing 
information; there is little use knowing the price of a specific commodity, 
for example, unless its grade is also known. Thus organized commodity 
exchanges, which are inextricably linked with the development of futures 
trading and hedging, have acted to shift risk-taking out of the marketing 
system by expediting the flow of pertinent marketing information. Standard- 
ization reduces risk in another way: goods of uniform, determinable quality 
can be promoted to broad markets, thereby allowing growers to avoid the 
hazards of selling in a limited market area. For example, one of the founda- 
tions of the world-wide market for Canadian wheat is universal confidence in 
the grading standards of the Canadian Wheat Board. Finally, standardization 
of goods has reduced the risks involved in the financing of inventories as 
they move through marketing channels: 


Because of the reduction of risk which follows careful grading, it is possible 
for distributors to borrow a larger amount on collateral used as the basis of a 
loan than would otherwise be possible. Warehouse certificates are useful as 
security for loans only when they represent a commodity the value of which 
has been established by testing its conformity to established grades. Changes 
in price can be followed with intelligence through a study of market reports. 
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Since there is a ready market for most graded commodities, the collateral can 
be disposed of quickly when conditions warrant such action.” 


In a thoroughly integrated system, the outputs from one stage are 
arranged as convenient inputs for the next. In Canada’s distribution 
channels, this dovetailing of outputs and inputs is often neglected. Specifi- 
cally, sellers’ packages and lot sizes are often ill-suited to the needs of 
business buyers. Complaints to this effect are most often heard from 
representatives of corporate chains. Having achieved a high degree of inte- 
gration between retailing and wholesaling operations, chains are particularly 
sensitive to the dislocations which arise when suppliers’ shipments are not 
properly geared to their mode of operation.” 


In response, suppliers are turning to ‘‘compatible packing’’—the use 
of package and lot sizes which mesh with the requirements of major 
customers. 


... Actually the percentage of industrial firms taking positive action along 
these lines is pitifully low. But there are enough ‘doing something about it’ 


that a trend can at last be identified: instead of saying ‘‘our product doesn’t © 
palletize very well,’’ the production man is modifying the unit pack so it can © 


be handled on pallets; instead of saying ‘‘our pallets are not the same size 
so don’t bother’’...[materials-handling| engineers in related industries are 
getting together to plan a mechanized flow from one distribution phase to 
another.*? 


Compatible packing is a form of standardization between supplier and 


customer. Its advantages are numerous — a reduction in warehouse expenses, 


handling costs, losses from breakage and pilfering, contraction of turn- 
around times for mobile equipment, and improved customer service, to name 


a few. Consequently, the prospects for compatible packing are bright 


indeed: 


The major trend in materials handling...is due to become an even more — 


important factor in the next few years. 


This is it: Every Canadian industry, in greater or lesser degree, iS moving 
towards mechanized handling of its products in units suitable to the pattern of 
final consumption, with progressive stages of unit packs or unit loads as 
some standard multiple of the basic unit.° 


The trend to ‘‘containerization’’ also represents the adoption of 
standardized, interchangeable units by members of a channel of distribution. 


The utilization of trailer-size containers which can be transferred directly 
from one carrier to another—trucks, railcars, ships, and planes — without 


47Theodore N. Beckman and William R. Davidson, Marketing (7th ed.; New York: The 


Ronald Press Company, 1962), p. 518. 


48For an outline of ‘‘a long list of operational grievances’’ which ‘‘plague the [ chain} 


store manager and add considerably to his operational costs,’’ see Jack Genser, ‘‘A Retailer 
Looks at Packaging,’’ Packaging Progress, Vol. I, No. 4 (April, 1959), pp. 48-52. 


49 A. Hunter, ‘‘Significant Trends in Mechanization,’’ Industrial Canada, Vol. LXV3 
No. 1 (May, 1964), p. 28. 
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breaking bulk is no longer a rarity in the distribution field.®* Containeriza- 
tion produces the same benefits as compatible packing. Thus ‘“‘piggyback,”’ 
‘‘fishyback,’’ and ‘“‘birdyback’’ techniques represent significant efforts to 
rationalize the distribution of goods through the use of interchangeable 
equipment. 


However, if containers are to be fully interchangeable between 
carriers, their dimensions must be standardized; otherwise they become 
nothing more than ‘‘a heterogeneous mass of expensive packing crates.’’ *” 
For years, lack of universally agreed-on sizes was a major impediment to 
the extension of containerization. Now this barrier seems to have been 
removed. The International Standards Association and the American 
Standards Association have settled on three standard sizes for containers 
moving between carriers in Europe and in North America. Much more 
collaboration will be required among shippers, carriers, customers, and 
governments before containerization becomes common, but its conformity 
with good systems design almost certainly ensures its much wider accept- 
ance. 


Together, compatible packing and containerization may lay the ground- 
work for efforts to rationalize distribution by means which are yet untried. 
The effect of compatible packing and containerization is to move goods 
from seller to carrier to buyer without handling, in a form immediately 
usable to the buyer— as when products move through a pipeline. For this 
reason, Hunter suggests that the ultimate expression of compatible packing 
would be a product pipeline reaching from producer through to the household 
customer. The suggestion appears much less fanciful when one recalls that 
pipelines for wood chips appear to be at the point of revolutionizing the 
woods operations of the Canadian pulp and paper industry, and that the 
pipelining of solids in capsule form is the subject of serious research.** 


51For an outline of the current status of containerization in Canada, together with 
examples of the progress being made in this direction by Canadian manufacturers, railways, 
shipping companies, trucking companies, and equipment makers, see John Schreiner, 
‘“‘Containerization Trend Going Up and Up,’’ The Financial Post, May 28, 1966; ‘*The Current 
Container Explosion Is Just a Little Pop Compared to What’s Coming,’’ The Financial Post, 
May 28, 1966; and John Schreiner, ‘‘Containers are Revolutionizing our Ports,’’ The Financial 
Post, June 10, 1967. 


52Morris Forgash, ‘‘Progress and Problems in Implementing the Containerization 
Concept,’’ in Management of the Physical-Distribution Function, AMA Management Report 
No. XLIX (New York: American Management Association, 1960), p. 78. 


530n the basis of the results of a $1 million experiment with a wood chip pipeline at 
Marathon, Ontario, by the Pulp and Paper Research Institute of Canada, an official of the 
Institute is reported to have estimated that the time required to cut a tree, process it, 
transport it to the mill, convert it to pulp, form it into paper, and dispatch it to the consum- 
er in finished form may be compressed to one day; see W.L. Dack, ‘‘Wood by Pipelines: A 
Revolution in Forest Costs,’’ The Financial Post, November 7, 1964. The federal Department 
of Industry and the Solids Pipeline Research and Development Association have recently 
agreed to an expenditure of $500,000 for a study of the feasibility of pipelining such solids 
as coal, sulphur, and potash; see Norman Pike, ‘‘Ottawa Gives Financial Support to a 
Program for Study of Capsule Pipelining,’’ Globe and Mail, May 5, 1967. 
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...The ‘pipeline’ concept may not apply to porkchops, but it may very well 
be used to pipe beer, in large cities, to the more popular taverns. We may not 
be able to turn a tap in the kitchen and get tomato soup, but it is quite likely 
that the amount of labor used to make a can, fill it, and get it to the home 
pantry, will be reduced to a mere fraction of what is now being used. 


The challenge is raised; the pattern is clearly identified. We have no 
excuse but to perfect it.%* 


SPECIALIZATION 


It is well known that division of labour fosters expertise and promotes 
efficiency. For this reason, production tasks are generally organized in 
such a way that they can be assigned to specialists. One must therefore 
ask whether trends in Canadian distribution have operated in the same 
direction. In the effort to rationalize the marketing process by applying the 
formula of the factory, are those engaged in distribution making increased 
use of specialization? 


There is some indication of an historical trend among marketers 
towards specialization in terms of products carried. Chapter 2 and Chapter 3 
cited the partial displacement of the general store by outlets concentrating 
on clothing, food, appliances, gasoline, automobiles, and farm implements. 
Similarly, it was noted that the general-line wholesaler has been joined by 
others dealing more or less exclusively in dry goods, hardware, groceries, 
drugs, and automotive products. 


During the postwar years, however, there has been much evidence of a 
swing away from specialization by product. In recent decades, corporate 
strategy at all levels of Canada’s distribution system has generally been 
one of product diversification. The most exhaustive empirical study of its 
kind has shown that one of the typical features of high-growth companies — 
as opposed to low-growth companies — is that they have diversified, often so 
extensively that they derive over half of their current revenue from product 
lines added within the past decade.** Among manufacturers, then, the 
launching of new products and the entry into additional product fields has 
become so common that ‘‘these firms have, in effect, completely changed 
their corporate character in only a decade.’’ °° Case histories are familiar to 
every observer of the business scene.*’ 


S4Hunter, op. cit., p. 30. 


5SRobert B. Young, “Keys to Corporate Growth,’’ Harvard Business Review, Vol. XXXIX, 
No. 6 (November-December, 1961), p. 57. The study covered 400 well-established companies 
engaged in all basic manufacturing industries in the United States. Very small firms were 
not included. 


Tbid., |p. 7. 


57See, for example, P.T. Durrant, ‘‘Why Firms Diversify, New Ways to Profits,’’ The 
Financial Post, April 1, 1961; W.L. Dack, ‘‘Almost Everybody (Even Can Makers) Into 
Plastics Now,’’ The Financial Post, June 22, 1963; ‘‘Our Women Like to Sew, But Singer 
Keeps Diversifying,’’ The Financial Post, October 20, 1962; and ‘‘Oshawa Wholesale Lifts 
Veil on Possible Growth,’’ The Financial Post, May 6, 1967. 
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Among retailers, the counterpart to product diversification is scrambled 
merchandising. One of the most obvious features of merchandising in the 
postwar period has been the propensity of limited-line retailers to branch 
into broader classes of goods. The service station, the drug store, the 
tobacco shop, and the food store are only a few in a long list of examples. 
The result is a tendency for retail stores to become ‘‘omnimarts’’ — outlets 
which deal in most major lines of merchandise. Some observers have gone so 
far as to suggest that scrambled merchandising marks a returnto the general- 
line outlet which was once the typical institution in Canadian retailing. 


The movement away from specialization by product has many roots. 
The most obvious is the pervasive search for added vclume, spurred by the 
belief that ‘‘companies, like men, must either grow or Shrivel.’’ °* Another is 
the increasing acceptance — and efficiency — of one-stop shopping. One more 
is the iconoclastic quality of modern science and technology: 
...It is still competition within a rigid pattern of invariant conditions, 
methods of production and forms of industrial organization in particular, that 
practically monopolizes attention. But...it is not that kind of competition 
which counts but the competition from the new commodity. The new tech- 
nology, the new source of supply, the new type of organization. ..—competi- 
tion which...strikes not at the margins of...existing firms but at their 
foundations and their very lives. This kind of competition is as much more 


effective. than the other as a bombardment is in comparison with forcing a 
doors... 


Acting together, these forces are impelling businessmen at all levels of the 
marketing system to find and adopt more flexible answers to the inescapable 
question, ‘‘What kind of business should we be in?’’ Hence the general 
acceptance of ‘‘the marketing concept,’’ which stresses the need to follow 
the changing consumer rather than a fixed product policy. 


If the forces noted above are making it more necessary for marketers 
to abandon customary product niches, other developments are facilitating 
this transition. As the business system has become the subject of scholarly 
study, the requirements of effective administration have become better 
understood. As a result, experience and expertise have ceased to be 
synonymous, 

...When a system is poorly understood, bright people with imagination and 

experience can do better than meticulous plodders who attempt to establish 

rules for systems they don’t understand. But...when the structure of the 
system is sufficiently understood...the imagination and experience of the 


intuitionist are no longer a match for the speed and precision that can be 
| achieved by someone who knows the rules.°° 


58Russell B. Robins, ‘‘New Products by Proxy,’’ in Robert L. Clewett (ed.), Marketing’s 
Role in Scientific Management (Chicago: American Marketing Association, 1957), p. 74. 


5° Joseph A. Schumpeter, Capitalism, Socialism, and Democracy (New York: Harper and 
Brothers, Publishers, 1950), p. 85. 


6°Mjichael H. Halbut, ‘‘The Information Needs of Decision Makers,’ 
Shapiro, op. cit., pp. 47-48. 


? in Alderson and 
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Schooled in business administration, today’s professional managers take 
the view that the rules of astute management are universal, learnable, and 
largely independent of the particulars of an industry or its products.®’ In 
marketing, two prototypes of this new breed are the brand manager in the 
manufacturing organization and the central buyer in the retailing organiza- 
tion. Both are product managers, yet neither is a product expert. The 
difference is profound: 

Fundamentally, the buyer of the 1930’s and earlier was an expert in one field 

of merchandise; he was a shoe man, or a clothing man, or a fabrics man first, 

and a buyer second. Today’s buyer is a buyer first, trained in a method of 


operation that he applies to the merchandise of the department to which he is 
assigned. 


... Loday, the idea that merchandising can be learned apart from the mer- 
chandise itself, and that-a buyer can switch successfully from one department 
to another, is fairly well accepted.°? 


Similarly, the brand manager is a manager first and a product expert second. 
For this reason, he too is adaptable and mobile. 


As more and more key posts are occupied by professional managers 
rather than product experts, forward-looking enterprises are less given to 
‘‘product provincialism.’’°* The attitudes reflected in the following state- 
ment are becoming common: 

In the automobile business we must be prepared for change. There is nothing 


sacred about piston engines or turbine engines, generators or alternators, 
four wheels or even one wheel. They can be replaced. 


... Whatever changes lie ahead in the field of new products and service 
techniques, we should always remind ourselves that the customer must 
continue to receive the best possible transportation that we can provide for 
him. 


If that means fuel cell engines, or cars without wheels — fine.™ 


If may be that diversification and specialization of product, like 
decentralization and centralization of authority, follow a pendulum-like 
pattern.°> Yet all of the changes discussed above are deeply rooted, and 
none of them encourages businesses to narrow their product fields. This 


*lsee Walter Guzzardi, Jr., ‘‘The Young Executives,’’ Fortune, Vol. LXIX, No. 6 (June, 
1964), pp. 97-99ff. 


©2Beatrice Judelle, ‘‘The Techniques of Buying and Merchandising,’’ Stores, Vol. XLII, 
No. 6 (June, 1960), p. 15. It should be added that the author of the article has reservations 
about this trend and believes that ‘‘tomorrow may see more interest in developing buyers 
whose roots are firmly attached to the merchandise itself.’’ (p. 18) 


*STheodore Levitt, “Marketing Myopia,’’ Harvard Business Review, Vol. XXXVIII, 
No. 4 (July-August, 1960), p. 52. 


PETRA: Townsend, quoted in ‘‘Notable and Quotable,’’ The Wall Street Journal, November 
14, 1962. 


©S For an analysis which supports this thesis, see Stanley C. Hollander, ‘‘Notes on the 
Retail Accordion,’’ Journal of Retailing, Vol. XLII, No. 1 (Summer, 1966), pp. 29-40. 
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being the case, there is every reason to expect that the trend towards 
diversification and scrambled merchandising will continue for some time to 
come. If specialization is being carried over from the making of goods to 
the marketing of them, it is not at the enterprise level, nor is it in terms of 
products sold. 


In other respects, however, marketing activities are subject to greater 
specialization than in the past. For one thing, marketers are recognizing 
the benefits which can derive from trimming the number of varieties carried 
within each product line. Product line simplification has numerous advan- 
tages. It encourages a more rigorous elimination of unprofitable items. It 
makes it possible to concentrate promotional and selling effort. It simplifies 
sales training, record keeping, and inventory control. It conserves limited 
shelf space and warehouse space. It eases the problem of broken assort- 
ments. It encourages volume buying and selling. In each of these ways, 
‘““the entire rate of turnover of capital and merchandise is increased with 
[product line] simplification.”’ °° 


Such advantages accrue to all sellers, whether they are retailers, 
wholesalers, or manufacturers. Consequently, there is some tendency for 
firms at all levels of the distributive system to seek the optimum rather 
than the maximum variety within their product lines. Retailers are increas- 
ingly inclined to imitate the chain organization, with its maxim ‘‘heavy on 
the best, never mind the rest,’’ and the discount house, with its emphasis 
on staple items which can be turned over rapidly and efficiently. In their 
efforts to move merchandise in the most economical way, wholesalers too 
are giving increasing attention to streamlining their assortments: 

It was the conclusion of the delegates that the [Canadian] electrical distri- 


butor could and should be more selective in the number of vendors’ lines 
carried within each product class... 


... Lhere were some reservations... 


Still, ...more selective distribution carried the day. Most of you agreed that 
you and your salesmen have not been sufficiently purposeful in deciding how 
many lines to carry and whose lines to carry, so that by default these 
decisions have often been dictated by the manufacturer who does not appre- 
ciate your marketing situation and by the customer who does not always know 
his product needs. For most of you, the solution was to concentrate on a 
more limited number of vendor lines, generally two or three in a product 
class. Several of you. were able to cite successful programs of this kind.°’ 


Manufacturers, as well, are attempting to improve the composition of their 
product lines, knowing that failure to do so is invariably costly. 


66Reckman and Davidson, op. cit., p. 520. It should be noted that neither standardiza- 
tion nor specialization necessarily limits the range of merchandise available to consumers. 


MS. Moyer, ‘‘Product Policies for Profit Improvement,’’ summary of discussions held 
at the Annual Conference of the Canadian Electrical Distributors’ Association, Niagara Falls, 
Ontario, April, 1963, pp. 1-2. 
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..When time on an expensive television program is devoted to the promotion 
of a low-profit item...or limited warehouse space is tied up by large stocks 
of a low-turnover, low-markup item, the costs to the firm are high. ...If a 
salesman divides his time between one product which earns the company $5 
an hour and another which nets $12 an hour, then every hour spent promoting 
the former, in effect, costs the company $7,.° 


It can be seen, then, that the trends to product diversification, 
scrambled merchandising, and product line simplification are not contradic- 
tory but complementary. Indeed, the tendency to deal in more classes of 
products intensifies the need to limit the variety within each class. In 
Canadian food chains, for example, where scrambled merchandising has 
been most widely accepted, ‘‘the present philosophy is one of ‘We stock 
what we need,’ which is a change from ‘We stock everything.’ ’’ °° Therefore, 
while the outlook is for less specialization in terms of the product lines 
which firms will market, it is for more specialization in terms of the items 
they carry. 


In another way, also, marketing organizations are turning to a sharper 
division of labour along product lines. As manufacturers diversify, the 
danger grows that a promising product line will be neglected: 


...In our company, for example, we have certain basic products, and any one 
of these is salable through 10 or 15 different markets. It is necessary, there- 
fore, that we have men who spend all of their time and attention looking after 
each of these basic products.’° 
For this reason, a growing number of companies, including many which are 
considered most progressive in their marketing practices, are restructuring 
their marketing organizations around product managers. This kind of 
specialization by product has its weaknesses, its inconsistencies, and its 


critics — but it is gaining wider use. 


When one turns from specialization by product to specialization by 
function, the pattern is more uniform: both among distributive institutions 
and within them, functional specialization is advancing. As noted in 
Chapter 2, there has been a long-term tendency for marketing functions to be 
farmed out to institutions outside of the formal distribution system, and for 
middlemen themselves to become more specialized in the functions they 
perform. How far the process has gone, and how much it has affected 


Baumol and Sevin, op. cit., p. 53. For examples of the profitable effects of product 
line simplification, see Charles H. Sevin, How Manufacturers Reduce Their Distribution 
Costs, Economic Series No. 72, U.S. Department of Commerce (Washington, D.C.: U.S. 
Government Printing Office, 1948), pp. 115-18; and Charles H. Sevin, Marketing Productivity 
Analysis (New York: McGraw-Hill Book Company, 1965), Chapters 3, 4 and 6. 


Hid i William Horsey, ‘‘Food Distribution in Canada,’’ The Business Quarterly, 
Vol. XXIV, No.2 (Summer, 1959)" p.97/5* 


Clarence F. Manning, quoted in Ralph S. Sanford and Earl L. Bailey, The Product 
Manager System, Experiences in Marketing Management No. 8 (New York: National Industrial 
Conference Board, 1965), pp. 6-7. 
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distributive organizations, is reflected in the apprehension of both retailers 
and wholesalers over the erosion of their historic role: 


When the manufacturer makes the merchandise, controls the advertising, 
determines where and how the goods must be sold, establishes size, pattern 
and color assortments, and dictates the retailer’s price, what function is left 
for the store?7! 


There is also a movement toward functional specialization within 
marketing organizations. Specialists in marketing research, buying media, 


packaging, and display are being joined by specialists in operations 


research, store location, materials handling, and data processing —and the 


list of new titles grows apace.’* One of the few empirical studies of the 
subject has shown that specialized staff assistance to the top marketing 


executive is usual among smaller manufacturers and almost universal among 
medium-sized and larger ones.’* While the trend is difficult to document, 
every indication is that in distribution, as in production, the task is being 


_ passed from the jack-of-all-trades to the master of one. 


FEEDBACK 


A system can lose efficiency by ‘‘oversteering.’’ Oversteering occurs 


when the operations of a system are not adjusted in response to changes in 
‘its operating environment. Hence the most effective systems are those 
which contain sensing devices which monitor the operations of the system 


relative to its objectives and trigger adjustments in the system as they are 
required, The most familiar example is found in the operation of a heating 


system: 


[The thermostat | consists essentially of three parts: a receptor (the thermo- 
meter on the wall), a control (at the furnace), and an effector (the furnace and 
the pipes which lead from it). The receptor has the property that it can detect 


71.ew Hahn, quoted in Bernard W. Smith, ‘‘The Retailer and His Resources,’’ Stores, 


Vol. XLII, No. 5 (May, 1960), p. 31. 


72See, for example, ‘‘Materials-handling Systems Depend on Breed of Experts,’’ The 


_Financial Post, April 30, 1966; and ‘‘Mapmakers of Marketing,’’ Dun’s Review and Modern 


Industry, Vol. LXXXIV, No. 3 (September, 1962), pp.30ff. For a proposal to ‘‘increase the 


productivity of personal selling by applying one of the basic principals [ sic] of mass 


production — specialization by task,’’ see George N. Kahn and Abraham Schuchman, ‘‘Special- 
ize Your Salesmen!’’ Harvard Business Review, Vol. XXXIX, No. 1 (January-February, 1961), 
pp. 90-98, 


73Robert E. Weigand, ‘‘The Marketing Organization, Channels, and Firm Size,’’ The 
Journal of Business, Vol. XXXVI, No. 2 (April, 1963), pp. 228-36. There are a number of 


‘reasons why the reader should exercise caution in his appraisal of this article. First, the 


study was limited to manufacturers with a net worth of more than $1 million, in the electrical 
machinery, non-electrical machinery, fabricated metals, chemicals, and instruments industries. 


Second, the study covered only American firms. Since the division of labour is limited by 
the extent of the market, the probability is that a similar study of Canada would reveal a 
'smaller proportion of large firms and, consequently, a more limited use of staff specialists. 


Third, partly because marketing departments of Canadian subsidiaries often rely on some of 
the research findings of their American parents, the use of marketing research, and of 
marketing research staffs, is less common in Canada. 


233 


TRENDS IN CANADIAN MARKETING 


a divergence, positive or negative, between the temperature recorded in its 
thermometer and some ‘‘ideal’’ temperature at which the thermostat is set. A 
channel of communication...feeds from the receptor to a control mechanism. 
If the message says ‘‘minus,’’ that is to say, if the recorded temperature is 
less than the ideal, the control interprets this and sends out a message to 
the furnace which does, in effect, turn on the heat. If the message from the 
receptor is ‘‘plus,’’ that is, if the recorded temperature is greater than the 
ideal, the message goes out to the furnace, saying ‘‘turn off the heat.’’” 
Systems which are regulated in this way are said to have feedback 


characteristics. 


The danger of oversteering— and the consequent need for feedback — 
are common to all large complex systems. Because the stakes are so high 
and allowable response times are so short, the most percipient feedback 
arrangements are found in modern weapons systems.’° Since production 
systems must also keep ‘‘on target,’’ they also require feedback devices. 
Examples are thermostats, governors, timers, and process computers. 


Distribution systems can also oversteer, and all to often, they do. 
Stockouts, overstocks, and new product failures are the most telling 
evidence that a firm’s marketing efforts have been misdirected because of 
lack of adequate feedback from its environment. Moreover, given the 
potential inflexibility of large complex systems on the one hand, and the 
increasing fluidity of modern markets on the other, marketing systems will 
be even more liable to oversteering than they are today. 


To meet this problem, Canadian marketers must devise more effective 
feedback arrangements than they now have. The question, of course, is how. 
If systems theory is a guide, and if the advanced production system is a 
model, then there are at least three ways in which marketing feedback 
systems will be improved: they will become more perceptive, more respon- 
sive, and more impersonal. Each of these three lines of advance merits 
examination. 

Perceptiveness in a reporting system is a golden mean arrived at when 
the system accepts no information which is immaterial and rejects no 
information which is crucial. Hence a truly perceptive reporting system must 
be neither indiscriminate nor myopic.’° Marketing intelligence systems are 


7™4Kenneth E. Boulding, The Image (Ann Arbor: The University of Michigan Press, 
1956), pp. 20-21. 


>The SAGE system employed by the United States Air Force, for example, ‘‘does the 
job with a network of radar-fed computers that continuously analyze every cubic foot of air 
space around the U.S. and instantly track all airborne objects approaching the country, and 
call for appropriate action. ...If every management man knew as much about his business as 
the average SAGE officer does about his, it is fair to say, U.S. industry would be a lot more 
efficient than it is.’’ Gilbert Burck, ‘‘‘On Line’ in ‘Real Time,’’’ Fortune, Vol. LXIX, No. 4 
(April, 1964), p. 144. 

bil marketing feedback system can be made less perceptive through ‘‘jamming’’ by an 
adversary, as when a company’s test market results are upset through unusual promotional 
activity by a competitor. However, since jamming is not a major source of inefficiency in 
distribution systems, its remedy is not discussed here. 
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occasionally indiscriminate. For example, some companies squander 
marketing research money on questions which are interesting rather than 
relevant, and others inundate their executives with reports too detailed to 
be digested. More often, however, marketing reporting systems tend to be 
myopic. The area which a marketing organization must examine is already 
very wide. ‘‘Technological change, creative invention, competitive forays 
of new institutions...and the ever changing desires of the market all exert 
Significant weight on the marketing system of the firm to meet corporate 
objectives. For this reason...the system must have open feedback circuit 
characteristics.’’’”7 And as competition becomes more acute, commercial 
intelligence systems will need to be even more open. As retailers engage in 
scrambled merchandising, as wholesalers broaden their services, and as 
manufacturers engage in product diversification—in short, as modern 
marketing organizations broaden their field of activities—they must devise 
feedback systems which are more sweeping. That they have often failed to 
do so is evidenced by the frequency with which ‘‘well-entrenched’’ firms 
have been faced with competitive threats from unanticipated quarters: 
The electrical companies did not pioneer in electronics. The typewriter 
companies did not introduce the electric typewriter, nor did the companies 
that dominated the duplicating business introduce xerography....The old- 
line camera companies did not introduce instantaneous photography. ... It was 


not the department stores that introduced discounting, nor our leading food 
chains that introduced the supermarkets.”® 


This record bears out the assertion that “‘today few companies are 
‘seriously engaged in analysing environmental trends and using this intelli- 
gence as a basis for managing their own futures.’’”’ Therefore, if tomorrow’s 
distribution systems are to be effective, tomorrow’s intelligence systems 
must become more comprehensive — and thereby more perceptive. 


This will be achieved in a variety of ways. First, practical retailers 
will explore the Never-Never land of store “Gmages.’’ It is known that 
‘consumers invest competing stores with ‘‘personalities’’ and that their 
choice of store is shaped not only by what it sells but by what it means.” 
What is not known is through what alchemy a particular store develops an 


77Thomas A. Staudt and Donald A. Taylor, A Managerial Introduction to Marketing 
‘(Englewood Cliffs, N.J.: Prentice-Hall, Inc., 1965), pp. 16-17. 


78 Allen Harvey, President, Dasol Corporation, “‘The Growing Management Gap: A 
‘Systems View,’’ a speech delivered at a conference sponsored by the Canadian Management 
Centre of the American Management Association, Montebello, Quebec, June, 1965. 


79Seymour Tilles, ‘‘How to Evaluate Corporate Strategy,’’ Harvard Business Review, 
Vol. XLI, No. 4 (July- August, 1963), p. 115. 


8°See, for example, Pierre Martineau, ‘‘Social Classes and Spending Behavior,’’ 
Journal of Marketing, Vol. XXIII, No. 2 (October, 1958), pp. 121-30; and Gregory P. Stone, 
‘City Shoppers and Urban Identification: Observations on the Social Psychology of City 
 Life,’’ in Ralph L. Day (ed.), Marketing Models, Quantitative and Behavioral (Scranton, Pa.: 
| International Textbook Company, 1964), pp. 225-39. 
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attractive or repulsive image in the eyes of various classes of shoppers. 
The result of this lack of knowledge can only be misdirected merchandising 
effort. Second, manufacturers seeking new product ideas will explore 
‘‘consumers’ total consumption systems,’’ as well as the physical aspects 
of existing products. Those who manage factories, farms, and households 
all operate what are basically ‘‘manufacturing’’ processes, and they do so 
in an essentially orderly and purposeful way. However, the degree to which 
new products facilitate and fit the prospective user’s total operation is 
seldom investigated. For example, “it is doubtful if many manufacturers 
consider the farm as a systematic production unit, and have studied the 
nature of the job to be done (for instance, on a time and motion basis) to 
determine the most efficient ‘factory layout’ and machinery required.’’ ** 
This approach is even less common in analysing the household. The result 
is a very high rate of mortality among new products, with substantial costs 
to all concerned. Third, business organizations will turn to the “‘organization 
of invention’’ in distribution, as they have in production, through the 
establishment of departments dedicated to ‘‘marketing R & D.’’ Marketing 
research is usually a process of analysis. But the design of effective 
systems also calls for the perception of things in the round —synthesis.*? 
Analysis alone ‘‘turns too many commercial research departments into 
elaborate machines single-mindedly devoted to the ceremonial reiteration of 
the commonplace.’’** It may be, then, that responsibility for fundamental 
innovation in marketing systems can only come from marketing researchers 
with wider responsibilities — and broader concepts — than they now have. As 
a consulting engineer has observed, ‘‘the greatest innovation of our era may 
turn out to be innovation in the way we innovate.’’ * 


These are but three of many possible examples of ways in which 
perceptivity in distribution will be achieved. In common, they illustrate 
that, to prevent inefficiency through oversteering, firms at every level of 


Slitarper W. Boyd, Jr., and Sidney J. Levy, ‘‘New Dimensions in Consumer Analysis,’’ 
Harvard Business Review, Vol. XLI, No. 6 (November- December, 1960), p. 137. For examples 
of how the concept of systems selling is being translated into practice by some companies in 
the industrial field, see ‘‘Systems Selling: Industrial Marketing’s New Tool,’’ Dun’s Review 
and Modern Industry, Vol. LXXXIV, No. 4 (October, 1964), pp. 51-52ff. For an elaboration of | 
the fundamental similarities of the business firm and the household as economic entities, and 
of the potential that may lie in analysing them in similar ways, see Boyd and Levy, op. cit.; 
Eugene J. Kelley, ‘‘The Importance of Convenience in Consumer Purchasing,’’ Journal of 
Marketing, Vol. XXII, No. .3 (July, 1958), pp. 32-38; Downs, op. cit., pp. 6ff.; Moyer, ‘‘Two 
Solitudes: Consumer Marketing and Industrial Marketing,’’ op. cit.; and J.V. Poapst and 
W.R. Waters, ‘‘Individual Investment: Canadian Experience,’’ Journal of Finance, Vol. XVII, 
No. 4 (December, 1963), pp. 647-55. 


827 ames W. Culliton, ‘‘The Age of Synthesis,’’ Harvard Business Review, Vol. XL, No. 5 
(September- October, 1962), pp. 36-38ff. 


®3Theodore Levitt, ‘‘Management Versus the Failure of Commercial Research,’’ 
Advanced Management, Vol. XXIV, No. 10 (October, 1959), pp. 12-13. 


841; arvey, op. cit. 
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Canada’s distribution system will devise marketing intelligence networks 
which take a broader purview than is common today. 


Marketing feedback systems will be improved in a second way: by 
becoming more responsive. A system can oversteer not only because the 
information it receives is too much or too little, as discussed above, but 
also because it comes too late. In the production field, the problem is most 
acute in the process industries such as steel, pulp and paper, petroleum, 
and chemicals, where the flow of work must be monitored and adjusted 
continuously rather than periodically. This has given rise to the advancing 
application of process computers and automated control systems in such 
industries.*° 


In marketing, prompt feedback is exceptionally difficult to accomplish. 
The difficulty stems from two fundamental differences between a production 
line and a distribution channel. The first is that a channel of distribution is 
usually composed of independent firms whose information systems may not 
mesh for technical reasons. The second is that members of a marketing 
channel often represent ‘‘cultures’’ so different that the sharing of informa- 
tion is discouraged.*® Under such circumstances, the prompt feedback of 
marketing information through a distribution channel is anything but auto- 
matic. The consequence is substantial oversteering by distributors and 
manufacturers alike: 


A logistics system reacts to the forces created by time lags in the flow of 
information from the retailer back to the factory by developing a ‘crack-of-the- 
whip’ pattern which results in wider fluctuations of inventory as you move 
progressively back from the retail level through retail inventory, to distri- 
butor inventory, to factory inventory.®’ 


For example, given customary response times at each level of a distribution 
system, a fluctuation in retail sales of plus and minus 10 per cent over a 
two-year period can produce swings in factory output of up to 100 per cent 
over the same period.*® 


The solution is to achieve feedback within distribution systems as 
prompt as that which occurs in an automated plant. Given the unsystematic 


®SFor a brief description of the use of process computers in Canadian industry, see 
‘‘Computer-run Factory Goes to Work: We May Have 150 in Next Five Years,’’ The Financial 
Post, April 17, 1965. For a description of SABRE, the world’s largest commercial real-time 
data-processing system, see Gilbert Burck, op. cit., pp. 142-43. 


%See, for example, Warren J. Wittreich, ‘‘Misunderstanding the Retailer,’’ Harvard 


| Business Review, Vol. XL, No. 3 (May-June, 1962), pp. 147-52. 


87D aul A. Wassmansdorf, ‘‘Identifying and Controlling the Costs of Physical Distribu- 
tion,’’ in Daniel C. Cody (ed.), Management of the Physical-Distribution Function, AMA 
Management Report No. 49 (New York: American Management Association, Inc., 1960), 
p. 35. For a more exhaustive discussion of these phenomena, see Jay W. Forrester, Industrial 
Dynamics (Cambridge, Mass.: The M.I.T. Press, 1961). 


®8Wassmansdorf, Ops Citas DP. o> 100. 
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linkages which presently characterize many channels of distribution, that 


goal is far off; however, several recent trends in marketing do serve to 


speed the relay of information within distribution systems. The first is the 
tendency for marketing research to be conceived, planned, and managed as 
an ongoing process rather than as a series of sporadic investigations. 


Another is the development of quantitative models of buyer behaviour, which ~ 


makes it possible to predict the sales of a new product earlier in the test 
marketing of the product than was previously possible.* A third is the 


perfection of optical scanners and universal input devices for use at — 


receiving stations and points-of-sale within larger retail outlets. Another, 
and by far the most important of these trends, is the use of the computer, the 
value of which lies not so much in its accuracy or wizardry, as in its speed. 
‘‘Besides supplying the businessman...with facts in historical time, or 
after they have happened, it supplies him with facts ‘on line,’ i.e., as Soon 
as they are born, and in ‘real time,’ i.e., promptly. ..enough to control the 
circumstances they describe while those circumstances are developing.’’ *° 
In one company, for example, a computer linked to a random-access memory 
bank has reduced the time lag between receipt of an order and the filling of 
it from five days to 15 minutes.”* 


The application of simulation techniques to marketing decisions will 
contribute in another way. Simulation involves the trial and error manipula- 


tion of a problem involving that system. Systems which have been simulated — 


include the decision-making procedures of buyers; the production, ware- 
housing, and distribution operations of a company; and the buying and 
selling activities of all firms handling the output of a given industry.’ The 
modelling of any complex business operation is an exacting task. However, 


8°See, for example, ‘‘A Probability Model for Early Prediction of New Product Market 
Success,’’ Journal of Marketing, Vol. XXVII, No. 1 (January, 1963), pp. 63-68; Alfred A. 


Kuehn and Ralph L. Day, ‘‘Probabilistic Models of Consumer Buying Behaviour,’’ Journal of 


Marketing, Vol. XXVIII, No. 4 (October, 1964), pp. 27-31; and Dik Warrent Twedt, ‘‘A Cash 
Register Test of Sales Effectiveness,’’ Journal of Marketing, Vol. XXVI, No. 2 (April, 1962), 
pp. 41-43. 


Burck, Opes Cita Ds Late 


°lCarl Reiser, ‘‘The Short-Order Economy,’’ Fortune, Vol. LXVI, No. 2 (August, 1962), 
pp. 91-92. 


°2F or an illustration of the simulation of buyer behaviour, see R.M. Cyert, J.G. March 
and C.G. Moore, ‘‘A Model of Retail Ordering and Pricing by a Department Store,’’ in 
Ronald E. Frank, Alfred A. Kuehn and William F. Massy (eds.), Quantitative Techniques in 
Marketing Analysis (Homewood, Ill.: Richard D. Irwin, Inc., 1962), pp. 502-22. For an 
illustration ofthe simulation of a company’s production and distribution system, see Harvey N. 
Shycon and Richard B. Maffei, ‘‘Simulation: Tool for Better Distribution,’’ Harvard Business 
Review, Vol. XX XVIII, No. 6 (November-December, 1960), pp. 65-75. For an illustration of 
the simulation of an industry’s distribution system, see Frederick E. Balderston and 
Austin C. Hoggart, ‘‘Simulating Marketing Processes,’’ in Day, Marketing Models, Quantitative 
and Behavioral, pp. 429-54. For illustrations of the use of simulation in Canadian business, 
see F.Ronald Denham and George Mowbray, ‘‘Simulation: Space-Age Management Laboratory,”’ 
The Business Quarterly, Vol. XXXI, No. 2 (Summer, 1966), pp. 69-78. 
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once it has been done, ‘‘system simulation has the most useful property of 
permitting experimentation with and testing of certain policy, procedure, 
and organization changes in much the same way asthe aeronautical engineer 
tests his design ideas in the laboratory or the ‘wind tunnel.’’’°* Herein lies 
one of the inestimable advantages of simulation: it ‘‘provides the ability to 
operate some particular phase of the business, on paper or in a computer, 
for a period of time and by these means to test various alternative strate- 
gies.’’°* In other words, the simulation of systems eases the problem of 
prompt feedback by providing information on the performance of those 
systems before they are put into operation. By advancing the time at which 
needed information is available to those who must make key marketing 
decisions, these developments will enhance the responsiveness — and hence 
the efficiency — of Canada’s distribution system. 


Feedback arrangements in marketing will be improved in a third way: 
they will be more impersonal. The weakness of feedback based on personal 
observation is that proximity is not equivalent to empathy, that is, having 
contact with the customer is not equivalent to having an understanding of 
him. Reliance on ‘‘eyeball’’ monitering techniques has been especially 
great among retailers. More than others engaged in distribution, retailers 
have assumed that their proximity to the shopper invests them with a 
special knowledge of the market. This assumption, however, is becoming 
more and more questionable. Even now, some retailing organizations 
probably know less about the markets they sell to than they do about the 
markets they buy in. For all of these reasons, one can expect that the shift 
to impersonal feedback devices will be most marked among retailers. This 
expectation is borne out by their increasing use of store location studies, 
consumer surveys, and optical readers, all of which represent a shift from 
personal, informal osmosis to impersonal, formal analysis. 


However, the trend to impersonal feedback arrangements will not be 
confined to retailers. Despite the rapid development of specialized market- 
ing research services in Canada since 1920 and the heavy use of these 
services by manufacturers, the key sensor in many marketing intelligence 

systems continues to be the salesman. In some cases, this is unavoidable — 
if not appropriate.°®> Again, however, there is reason to anticipate that the 


23Donald G. Malcolm, ‘‘System Simulation,’’ in Abe Schuchman (ed.), Scientific Decision 
Making in Business (New York: Holt, Rinehart and Winston, Inc., 1963), pp. 407-08. 


*4Shycon and Maffei, op. cit., p. 75. 


5 The strongest case for the salesman as sensor is in industrial marketing; see, for 
example, Frederick E. Webster, Jr., ‘‘The Industrial Salesman as a Source of Market Informa- 
tion,’’ Business Horizons, Vol. VII, No. 2 (Spring, 1965), pp. 77-82. 
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salesman will be an inadequate medium for relaying information in to- 
morrow’s marketing systems. To begin with, salesmen have always been 
imperfect feedback devices: 


...The shrewd employer has learned...to accept information coming from 
salesmen with considerable caution. The employer knows that inadequate, 
inaccurate, and conflicting reports come to him from his sales force, although 
there may be some indications as to demand and as to the acceptability of 
his products offered for sale. He also realizes that the salesman’s abilities 
are limited and that his observations are biased by his attitudes. Unscientific 
habit, prejudice and ignorance do not make good equipment for the observation 
of the complex psychological phenomena which we call consumer demand. The 
salesman is hired to sell, not to judge complex facts impartially. He is 
judged, and his employment depends, upon his ability to sell. ...In the 
process of selling, his questioning is not likely to be in accord with scientific 
requirements for securing accurate information. ...Help which the salesman 
can furnish is distinctly limited.*° 


Moreover, manufacturers’ salesmen may face mounting difficulties in 
gaining access to necessary information at the retail and wholesale levels. 
For examples, suppliers’ salesmen are increasingly unwelcome and in- 
effectual when calling on individual retail units belonging to corporate and 
voluntary chains, for the reason that calls by outside salesmen threaten to 
upset the routinized operations and erode the centralized authority to which 
the store operator must subscribe. As the vice-president of one Canadian 
voluntary chain organization has said, “‘In the present day distribution 
process, anything different would only lead to chaos. Detail ordering [i.e., 
ordering from salesmen calling on stores] nowhere fits in with weekly 
feature advertising, must items in the store, data processing and approved 
product mix.’’*®’ At the wholesale level, too, the manufacturer’s salesman 
can expect to encounter rising barriers to entry. In this case, his difficulties 
will arise out of the wholesaler’s use of buying committees and computers 
for analysing information and issuing purchase orders. The president of a 
Canadian manufacturing firm has said, ‘‘I can see the day, in the very near 
future, when the computer of a giant chain will place an order directly with 
the manufacturer’s computer and have the order on its way in a matter of 
hours. The salesman would not have entered the picture at all. ... The era 
of personal selling to mass retailers is waning.’’ *° 


The limitations inherent in salesmen as sensors, together with their 
emerging difficulties in getting ‘‘plugged in,’’ are spurring the search for 


Harry R. Tosdal, ‘‘The Study of Consumer Demand in Relation to Capitalistic 
Society,’’ in Malcolm P. McNair and Howard T. Lewis (eds.), Business and Modern Society 
(Cambridge, Mass.: Harvard University Press, 1938), pp. 353-54. 


7Verne T. Barber, Vice-President, Merchandising, The Oshawa Wholesale Limited, 
‘‘The Changing Role of the Grocery Salesman,’’ an address to the Canadian Grocery Distri- 
butors Institute, in Toronto, April 27, 1966. 


8 yohn C. Lockwood, President, Lever Brothers Limited, ‘‘To Sell or Not to Sell in 
1970,’’ an address to the Nineteenth Annual Sales Management Conference of the Advertising 
and Sales Club of Toronto, January 12, 1965. 
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alternative devices. A manufacturer notes that ‘‘a feedback from the market 
must be generated from ‘sensing devices’ that have been tested and 
evaluated,’ and suggests that ‘‘these may include retail sales, warranty 
cards, dealer inventories, distributor orders received, and other data 
obtained from points as close to the user as possible, which would be fed 
back, along with information about physical flow, from other points in the 
system.’’ °° 


In summary, if Canada’s distribution system is to be directed effec- 
tively in the future, it will be informed by more impersonal feedback 
devices than at present. A retailer speaks for all Canadian marketers when 
he says, “‘... more and more, the study of factual information, rather than 
personal observation, must provide the basis for merchandising and manage- 
ment decisions,’’ *©° 


Alderson has observed that ‘‘... progress in efficiency, which is a 
major goal of marketing, depends in substantial part on technological 
improvement in communication facilities and organizational skill in using 
them.’’*** This being so, Canada’s distribution system must be served by 
feedback arrangements as percipient as those which guide advanced 
production systems. The effort to achieve this goal will spur many trends, 
all of which will have the effect of producing more perceptive, more respon- 
Sive, and more impersonal marketing feedback systems. 


CONCLUSION 


Knauth has warned that ‘‘business practice in its present state is the 
result of many decisions made by many men in solving the problems 
immediately confronting them. ...There is no master plan behind these 
decisions.’’*°? While there is no master plan, there does appear to be a 
master pattern—one of increased rationalization of the distribution process 
through the design and management of marketing systems which are more 
thoroughly routinized, mechanized, standardized, specialized, and guided 
by feedback. 


Whether these trends are producing a more effective marketing process 
is a large and persistent question. 


°Wassmansdorf, OP sCite Dass 


mR y Butler, Director, The T. Eaton Co. Limited, ‘‘Retail Merchandising,’’ an address 
to the 1965 Business Outlook Forum, University of Toronto, November 25, 1965. 


101 Alderson, Marketing Behavior and Executive Action, op. cit., p. 38. 


1020 swald Knauth, Business Practices, Trade Position, and Competition (New York: 
Columbia University Press, 1956), p. 3. 
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On the grounds of technical efficiency, the answer is undoubtedly 
‘yes.’ Every careful study supports this conclusion.*®* Scientific manage- 
ment is bringing to the field of distribution advances in productivity which 
will rival those in the field of production. It may even be that Canadians 
can look forward to the day when the goods they buy will be marketed as 
efficiently as they are made. 


On other grounds, the answer is open to more study and debate. One 
must be alive to the ‘‘inefficiency of efficiency,’’*°* especially in a 
society which is sufficiently rich that it can afford to exercise less prefer- 
ence for real income itself. In a society which is that fortunate, the per- 
formance of a marketing system must also be judged on a second basis — 
whether in nonmaterial ways it enriches the lives of those it serves and 
those it employs. On this second basis, the effectiveness of Canada’s 
marketing system has been more seriously questioned. It has been charged 
that most stores are impersonal, that much advertising is banal, and that 
many new products are trivial; the list of other reservations is long.*®* And 
some of the trends noted in this study may give readers fresh causes for 
concern. One may ask, for instance, whether the advance of routinization, 
standardization, and specialization, while explainable in terms of technical 
efficiency, are acceptable in terms of other values. ‘‘From the undoubted 
flourishing of man’s science and innovation springs his lament over their 
success,’ °° | 


These larger questions are undeniably important. We do not find them 
dismaying. The search for the answers is, however, beyond the scope of this 
study. That challenging task we leave to others. 


1038S ce, for example, Paul W. Stewart and J. Frederick Dewhurst, Does Distribution Cost 
Too Much? (New York: The Twentieth Century Fund, 1939); Neil H. Borden, The Economic 
Effects of Advertising (Chicago: Richard D. Irwin, Inc., 1944); and Reavis Cox, Charles S. 
Goodman and Thomas C. Fichandler, Distribution in a High-Level Economy (Englewood 
Cliffs, N.J.: Prentice-Hall,.Inc., 1965). 


14D avid W. Ewing, The Managerial Mind (New York: The Free Press of Glencoe, 1964), 
ja, P4748 


10°F or a convenient catalogue of these issues, see Stewart and Dewhurst, op. cit.; Cox, 
et al., op cit.; and O.J. Firestone, The Economic Implications of Advertising (Toronto: 
Methuen Publications, 1967); and Christina Fulop, Competition forConsumers, published for 
The Institute of Economic Affairs (London: André Deutsch Liminted, 1964). 


10 Jacques Barzun, Science, The Glorious Entertainment (New York: Harper and Row, 
1964), p. 282. 
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1.A METHOD OF ESTIMATING COSTS OF MARKETING BY RETAILERS, 
WHOLESALERS AND MANUFACTURERS, CANADA, (961 


The cost of marketing incurred at the retailing and wholesaling level, 
or the value added by retailers and wholesalers, is measured by the total 
gross margins of retailing and wholesaling firms. These total gross margins 
cover payrolls, expenses, interest, dividends, and entrepreneurial with- 
drawals. Calculation of the costs of marketing incurred by manufacturers 
involves a separation of that part of their expenses which represents ‘‘value 
added by marketing’’ as opposed to ‘‘value added by manufacturing.’’ It 
should be noted that these expenses covered by the total gross margins 
include services purchased from such ‘‘facilitating agencies’’ as public 
carriers, and such service establishments as advertising agencies and 
marketing research houses. 


Each of these components is an estimate. The total gross margins of 
retailers and wholesalers are not a precise measure of their costs of 
marketing, since these margins cover activities other than distribution; nor 
is any adjustment made for changes in their inventories, surplus, or savings. 
Similarly, the value added by marketing at the manufacturing level must be 
built up by estimating the marketing costs which manufacturers incur in 
selling to various kinds of customers. 


Costs of Marketing by Retailers 


In 1961, sales by Canadian retailers were about $18,105,000,000. 
(For a detailed explanation of the difference between this figure and total 
retail sales as reported in the 1961 Census of Distribution, see Appendix 
3.C.) Their average gross margin in 1961 was estimated at 25.97 per cent of 


Sales. This latter figure was calculated by weighting the average gross 


margin for each kind of retail outlet, as reported in the 1961 Census, by the 


1961 sales of that kind of outlet. Hence, the estimated cost of marketing 


by retailers was 25.97 per cent of $18,105,000,000 or approximately 


-$4,700,000,000. (Note: the gross margin figure of 25.97 per cent differs 
| from the gross margin figure of 26.9 per cent shown in 1961 Census of 
_ Canada [Cat. No. 97-505, Vol. VI, Part 1], because of a different approach 
in deriving total retail trade for 1961. For further elaboration, see Appendix 


B.C.) 


Costs of Marketing by Wholesalers 


In 1961, sales by independent wholesalers (including petroleum 
bulk tank stations) were about $16,751,000,000. (Note: this figure differs 


from the figure of $19,452,747,000 shown in the 1961 Census of Canada 


[Cat. No. 97-511, Vol. VI, Part 2], because of the removal of certain 
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trades from the wholesale sector for inclusion in the retail sector, for 
monograph purposes. For further elaboration see Appendix 3.C.) The 
average gross margin of independent wholesalers in 1961 was estimated 
at 12.09 per cent of sales. This figure was calculated from a special 
run of wholesale firms by weighting the average gross margin for each 
type of independent wholesale operation, as reported in the 1961 Census, 
by the 1961 sales of that type of operation. 


To the costs of independent wholesalers must be added the costs of 
wholesale operations owned and operated by manufacturers, namely, manu- 
facturers’ sales offices and branches. In 1961, their sales were approxi- 
mately $5,519,000,000. Their average gross margin as reported in the 1961 
Census was 13.67 per cent. The costs of all wholesalers should also 
include an estimate of the costs of those wholesalers owned and operated 
by retail organizations, but these forms of wholesaling were not included 
in the 1961 Census and therefore no estimate is available as to their sales. 
Hence, the estimated costs of marketing by all wholesalers is 12.09 per 
cent of $16,751,000,000 plus 13.67 per cent of $5,519,000,000, or 
$2,780,000,000 in all. 


Costs of Marketing by Manufacturers 


The costs of marketing incurred at the manufacturing level are more 
difficult to estimate, since manufacturers sell to many kinds of customers 
and incur substantially different marketing costs in each case. For this 
reason, an estimate of the total cost of marketing at the manufacturing level 
must be built up from separate calculations of the cost of selling to each 
kind of account. This, in turn, means that one must begin with an estimate 
of the sales of Canadian manufacturers to each major class of customer. 


In 1961, the Dominion Bureau of Statistics conducted a survey of the 
channels of distribution for manufactured and semi-manufactured goods in 
Canada. The survey covered about 90 per cent (in terms of sales) of all 
manufacturers in Canada. Table 1.A.1 shows the breakdown of manu- 
facturers’ sales by class of customer. 


An analysis of the manner in which the above data were reported by 
manufacturers indicates that some adjustments are necessary. The need for 
adjustment is due to the fact that, in terms of accounting procedure, manu- 
facturers operate two kinds of wholesale outlets. Manufacturers’ sales 
branches, Class I, are those which are treated by the manufacturer as 
Separate accounting entities; that is, separate records are kept of their 
operating expenses, employment, and inventories, and shipments by the 
manufacturer are shown as sales to the manufacturer’s sales branch. The 
branches may or may not be separately incorporated. 
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Table 1.A.1 — Sales of Canadian Manufacturers, by Class of Customer, 1961 


Class of customer Estimated sales 
$ 
FIGUBENOMG CONSUINETS Gaver, shail ieli’s tore  arsld osteo alielshe sie basse cats 758,940,000 
ROCLAIIOY ee Seteewtets ice Ais caver © rs ara seageusis a apecelin; oye: aie coneyete fe el sates eke 5,059,600, 000 
Manufacturers’ own retail outlets.......ccscccscvccccecs 252,980,000 
MANATISECLONMIL CLE, eines s gce's ek « Seicha:d, tenets sie ® ovat ele te oatets 7,083,440, 000 
RnR ORY OC TUCOMMEE Tees cietst > he's svoreie aieisl ss ladeleicte:  ocele bites eae 1,011,920,000 
USSG chs IR San CS RUN 8 ae aa Pr a a 4,300,660, 000 
Manufacturers’ own wholesale outlets......... iets abe, ournevere 2,276,820,0004 
Manufacturers’ own foreign branches ........cecceeeeees 505,960, 000 
Buyers in other countries ....... Ree Ee eT Go serene 2,782,780,000 
Manufacturers’ own domestic manufacturing plants........ 1,011,920,000 
Manufacturers’ own agents and brokers not identified ..... 252,980,000 
LOUALie wr esa Rietatelwielvtste as sa ee ies ce sistemte waters atehetee 25,298,000, 000 


4This figure includes sales to manufacturers’ sales branches, Class I ($1,401,460,000), 
and petroleum bulk tank stations ($1,314,023,000). The total, $2,715,483,000, differs from the 
above because of differences in price levels as well as differences which occur when the 
results of two different surveys are compared. 


SOURCES: Canada, DBS, 1961 Census of Canada, Manufacturing Industries; Channels 
of Distribution, Shipments of Canadian Manufacturing Plants Distributed by Buyer, Bulletin 
SI-1 (Ottawa: Queen’s Printer. 1966), 


Manufacturers’ sales branches, Class II, on the other hand, are con- 
sidered by the parent company as simply extensions of the plant activity, 
even though many of them are physically removed from the plant. For them, 
no separate accounts are kept. As a result, when the manufacturer makes a 
sale to a customer which is handled through one of these outlets, the manu- 
facturer records the sale as though it has been made directly to that 
customer. The effect on the channels of distribution survey is to understate 
_ manufacturers’ sales to their own wholesale branches and to overstate 
_ manufacturers’ sales to other kinds of customers. Therefore, before proceed- 
ing to estimate the manufacturers’ costs of selling to various kinds of 
_ customers, one must attempt to recast the results of the survey of channels 
of distribution to portray more accurately the manufacturers’ true balance of 
sales. | 

In making this adjustment, three assumptions were made: (1) that 
manufacturers transferred goods to their sales branches at cost; (2) that the 
gross margin for Class II manufacturers’ sales branches was the same as 
that reported in the 1961 Census of Distribution for Class I sales branches — 
13.67 per cent; and (3) that the ‘‘class of customer’’ breakdown for manu- 
facturers’ Class II sales branches would be similar to that reported for 
Class I sales branches. This breakdown of sales was as follows: to house- 
hold consumers, 1.7 per cent; to retailers, 30.0 per cent; to industrial 
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buyers, 30.0 per cent; to governments, 4.0 per cent; to wholesalers, 18.9 
per cent; and to buyers in other countries, 15.4 per cent. No sales were 
reported to manufacturers’ own retail outlets, domestic manufacturing 
plants, foreign branches, and agents and brokers not identified. 


The adjustment was made in the following way: (1) the estimated 
sales of $4,117,851,000 for Class II sales branches were converted to cost 
by subtracting the gross margin of 13.67 per cent ($562,910,200), giving the 
value of factory shipments to Class II sales branches as $3,554,940,800: 
(2) the ‘‘class of customer’’ distribution for Class I sales branches was 
applied to the value of estimated sales of Class II sales branches at cost; 
and (3) the results were subtracted from sales to other kinds of customers 
as reported in the survey of distribution channels (see Table 1,A.2). Since 
the addition of (1) and the subtraction of (2) cancel one another, there is no 
change in the total sales figure for manufacturing firms to all kinds of 
customers combined. 


Table 1.A.2 — Adjusted Sales of Canadian Manufacturers, 
by Class of Customer, 1961 


Estimated 
Sales —1961 


Estimated 


Class of customer Survey of Adjustments SaleateRebieed 


Channels of 


Distribution 
$ $ $ 

Household consumers.... 758,940,000 60,434,000 698,606,000 
Retailers . i siviee s ceee's 5,059,600,000 1,066,482,200 3,993, 117,800 
Manufacturers’ own retail 

OUELEES pine sd state x ouenceciate 252,980,000 = 252,980,000 
Industrial buyers.......5. 7,083,440,000 1,066,482, 200 6,016,957,800 
Govern mentsi44 id « wegewtcias 1,011,920,000 142,197,700 869,722,300 
Wholesalers ......cc0008 4,300,660,000 671,883,800 3,628,776,200 
Manufacturers’ own whole- 

sale branches ........ 2,276,820,000 3,554,940, 800 5,831,760,800 
Manufacturers’ own 

foreign branches ...... 505,960,000 — 505,960,000 
Buyers in other countries 2,782,780,000 547,460,900 2,235,319,100 


Manufacturers’ own domes- 


tic manufacturing plants 1,011,920,000 1,011,920,000 


Manufacturers’ own agents 
and brokers not identi- 
LEGG eran cs eee es s 252,980, 000 252,980,000 


Ota anmie names oe 25, 298,000,000 ede rd vee 25,298,000, 000 
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The next step is to estimate the marketing costs incurred by manu- 
_ facturers in selling to each of these kinds of customers. In arriving at a 
_ marketing expense ratio to apply to each, it is not unreasonable to assume 
_ that the manufacturer will incur the same expenses as a wholesaler or a 
_ retailer in making sales of a similar character. Following that assumption, 
the manufacturer’s marketing costs in selling direct to household consumers 
are equivalent to the cost of marketing through wholesalers and retailers 
(12.09 per cent plus 25.97 per cent of sales), and the costs of selling 
direct to retailers and to his own retail outlets are equivalent to the cost 
of marketing through wholesalers (12.09 per cent). 


As regards sales to industrial buyers, including governments, to 
_ wholesalers, and to the manufacturer’s own wholesale branches, there are 
no ready yardsticks of marketing cost. In selling to industrial buyers and 
_ wholesalers, part of the manufacturer’s marketing costs are for advertising, 
and these expenses seem to run between 1 per cent and 2 per cent of total 
sales. One study of marketing costs’ arbitrarily calculates the manu- 
facturer’s total marketing expenses of 5 per cent of his sales to industrial 
buyers and wholesalers; another? takes 3 per cent of sales to industrial 
buyers and 5 per cent of sales to wholesalers. This analysis follows the 
second course. 


When the manufacturer sells to his own wholesale outlets, some of his 
marketing costs have already been accounted for in the gross margin of 
all manufacturers’ sales offices and branches and are included in the 
$2,780,000,000 marketing costs attributed to wholesalers. Therefore, the 
rate to be applied to manufacturers’ sales to their own wholesale outlets 
should be lower than the rate which was applied to their sales to industrial 
buyers and independent wholesalers. Most of what has not been accounted 
for in the gross margin of manufacturers’ sales offices and branches will be 
the cost of advertising those products which are sold through their own 
wholesale outlets. This is assumed to average 2 per cent of sales, 


The survey of distribution channels also shows sales of manufacturers 
to foreign branches of about $506,000,000 and to buyers in other countries 
of about $2,235,000,000. However, since our estimate is concerned with the 
cost of marketing in Canada, and since this estimate is later compared with 
the value of goods bought in Canada by Canadian consumers, the marketing 
costs incurred in selling to foreign buyers are not included in the calcula- 
tions. 


1y.K. Galbraith and John D, Black, ‘‘Quantitative Position of Marketing in the U.S.,’’ 
Quarterly Journal of Economics, Vol. XLIX (May, 1935), pp. 394-413, 


2Liloyd G, Reynolds, ‘‘Some Notes on the Distributive Trades in Canada,’’ Canadian 
Journal of Economics and Political Science, Vol. IV, No. 4 (November, 1938), pp. 533-48, 
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Finally, the survey of distribution channels records sales of Canadian 
manufacturers to their own domestic manufacturing plants of about 
$1,012,000,000; and sales to their own agents and brokers, not identified, 
of about $253,000,000. No marketing costs are imputed to these shipments. 


Employing the data and the assumptions outlined above, the market- 
ing costs of Canadian manufacturers are estimated to be $1,285,000,000, as 
shown in Table 1.A.3. 


Table 1.A.3 — Estimated Cost of Marketing by Canadian Manufacturers, 
by Class of Customer, 1961 


, Per cent 
ble ne of sales Estimated 
Class of customer ES Hig assigned as cost of 
(Table 1.A.2) marketing marketing 
gen cost 
$ $ 
Household consumers..... 699,000,000 266,000,000 
Retailers; .a:s tiene cae oe 3,993,000,000 483,000,000 
Manufacturers’ own retail 
OUSLEES ccvcis \cterecepeuededenciunes 253,000,000 3 1,000,000 
Industrial buyers......... 6,017,000,000 181,000,000 
GOVEMMENtS oo. sce ss eet 870,000,000 26,000,000 
Wholesalers’ 7.t). ous ares 3,629,000,000 181,000,000 
Manufacturers’ own whole- 
Sale, branches «. ..4huwe. 5,832,000,000 117,000,000 
Manufacturers’ own 
foreign branches....... 506,000,000 — 
Buyers in other countries, . 2,235,000, 000 — 


Manufacturers’ own domes- 
tic manufacturing plants 1,012,000,000 


Manufacturers’ own agents 
and brokers not iden- 
ELE Oma sta a civic. sueres sreie tae 253,000,000 


8Estimated sales rounded to the nearest million dollars. 


Costs of Marketing by Primary Producers 


Excluded from the overall estimated cost of marketing are the distri- 
butional costs of primary producers. The omission of these costs, however, 
ig not serious: 


. . their [ primary producers’ | selling activities are comparatively small since 
sales are usually made in bulk to a limited number of buyers. Because primary 
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products are bulky and are usually produced at a considerable distance from 
the point of use, transportation is the largest element in the cost of dis- 
tributing them. 

Many primary commodities are Peoduced under the control or ownership of the 
processors and users, and little or no distribution expense (except transporta- 
tion) is involved in the disposition of the products of such captive sources.° 


Since transportation charges, to a large extent, are borne by the buyer 
rather than the primary producer, the estimated cost of marketing goods by 
manufacturers includes a substantial, although unknown, proportion of these 
transportation charges. 


SPaul W. Stewart and J. Frederick Dewhurst, Does Distribution Cost tooMuch? (New York: 
The Twentieth Century Fund, 1939), p. 207. 
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i.B METHOD OF ESTIMATING EMPLOYMENT IN MARKETING 
BY RETAILERS, WHOLESALERS AND MANUFACTURERS, 
CANADA, (961 


Retail Trade 


Persons engaged in retail outlets during 1961 were divided into the 
following classes: 


Table 1.B.1 — Estimated Number of Persons Engaged in Retail Trade, 
by Employment Status, Canada, 1961 


Number of 


Status of persons engaged persons engaged 


Peaprietore yi mies siels Tei SSJa il. Uses 0Gis 2 152,325 
Employees: 
ES Cy Geer area 551,146 
Part-time (actial)® . 3. fins sve ee ees 147 ,057 
Part-time (converted to full-time 
SOULS ISLS Pe ce sscaces Peesis ccanerstia ete taaire (ESI PAS) 
Tota Stimatey L)s ain «cos o8 sels ie okie 777,000 


AThe number of part-time employees was obtained by tabulating full and part-time em- 
ployees of a panel of firms on an establishment basis and applying the ratio of part-time to 
full-time employees to the total number of employees on a location basis. (See Appendix 3.E 
for a further explanation ofthe differences betweenthe location and establishment concepts.) 


bPart-time employees were converted to full-time equivalents on the basis of two part- 
time employees being equal to one full-time employee. 


SOURCE: See Appendix 3.C. 


A number of observations should be made regarding the employment 
figures shown above. 


(1) It is important to note that the employment data refer only to 
persons engaged within retail outlets. They do not include employees in 
warehouses or head offices of chain and department stores. It is probable 
that the number of employees in these areas could total as high as 20,000 
to 25,000 persons. The omission of this large segment of employees is due 
to the method of collecting and publishing the retail trade data for the 1961 
Census of Distribution. (For further elaboration, see 1961 Census of Canada, 
Cat. No. 99-534 [Vol. VII, Pt. 2], page 9-21.) 

(2) The employment total of 777,000 does not include unpaid family 
workers. The questionnaire used for the 1961 Census of Distribution did not 
specifically request the number of such employees, although it did request 
the number of hours worked by the unpaid family workers in a typical week 
during the summer and winter seasons. From this information (see 1961 
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Census of Canada, Cat. No. 99-534 [Vol. VII, Pt. 2], page 9-22), it is 
possible to estimate the probable number of unpaid family workers in 1961. 
Based upon an assumed average working week of 40 hours, unpaid family 
workers spent more than 31,100 man-years in retailing dctivities. This 
figure, however, is still understated, since it does not include unpaid 
family workers in the restaurant group, which contains a large, though 
unknown, number of unpaid family workers, or in the lumber and building 
trade, or the farm implement group. 

(3) Another important sector of retail employment which is not included 
in the employment figure of 777,000 is made up of door-to-door salesmen 
and head-office employees of direct-selling organizations. In the United 
States census, each self-employed salesman is classified as a separate 
retail location. This approach is not employed in the Canadian Census of 
Distribution and therefore no estimate of the number of employees in the 
direct-selling field is available. However, a pilot study of direct selling 
was undertaken for the year 1961 in conjunction with the Census of Distri- 
bution. The aggregation of the number of employees in a panel of the 
largest direct-selling organizations indicated that at least 48,000 self- 
employed canvassers were Selling door-to-door and another 400 employees 
were on the payroll of these organizations. Assuming that the majority of 
the self-employed canvassers were engaged in retailing activities on a part- 
time basis only, the loss to marketing employment, after conversion to full- 
time equivalents, was still an appreciable 24,000 employees. 


In summary, it would appear that the number of employees engaged in 
retailing, estimated as 777,000 persons, may be understated by as much as 
10 per cent, as shown in the following table: 


Table 1.B.2— Adjusted Employment Estimate in Retail Trade, Canada, 1961 


‘ 


Number of 


Status of persons engaged persons engaged 
in retailing 


Retail employment (Estimate 1) 777,000 


Add: 


(1) Employees in warehouses and head offices 
of chain and department stores....... . 20,000 


(2) Unpaid’ family ‘workers o2 New oes wat os 30,000 


(3) Canvassers and other employees of direct- 
sellingrorganizations:.)4..) ec stencil els 24,000 74,000 


Totals(Bstimates 20 as alc. «aos toe cue cktie oxsdta eels Gaeabenns 851,000 


SOURCE: See Appendix 3.C. 
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Wholesale Trade 


Persons engaged in wholesale trade during 1961 were divided into 
the classes shown in Table 1.B.3. 


Table 1.B.3 — Estimated Number of Persons Engaged in Wholesale Trade, 
by Employment Status, Canada, 1961 


Number of 


Status of pe 
eRe Cs ee persons engaged 


Pe EODELG LOL GE rates soil eee ss cio e ahs a a cet's »: othehe SHU ARNE eRe Bie @ LV i2 
Employees 
Full-time) 
| DEG ES EAU) Sit cy Ga PVE aae RAR RRR Ge PRESS Pag mc em 243,628 
MeO SELTIALO SL) dees oo ale oe. ices sis 0 oS ah ch eee 08 254,800 


SOURCE: See Appendix 3.C. 


The employment figure shown above, however, overstates the number 
of persons actually engaged in purely marketing activities. 


(1) In wholesale trade, part-time employees are relatively insignifi- 
cant. A study of a panel of wholesale firms reporting to the Census of 
Distribution, 1961, indicates that slightly more than 4.5 per cent or 11,000 
of the total number of persons engaged in wholesale establishments would 
be classified as part-time employees. Assuming that two part-time employees 
equal one full-time employee, the overstatement is approximately 5,000 
employees. 


(2) All persons employed in wholesale and retail trade are defined as 
being engaged in performing distributional activities. Nevertheless, as 
noted in the earlier part of this chapter, a proportion of those employed in 
wholesale trade —and to a much lesser extent, in retail trade — are engaged 
in the semi-production or fabrication of goods rather than their actual 
distribution. 


A study of labour force data on occupations within wholesale trade 
(1961 Census of Canada, Cat. No. 94-531 [Vol. III, Pt. 2}), indicates that 
possibly as many as 16 per cent of all employees were classified as 
carpenters, machinists, butchers, and other similar occupations. In absolute 
terms, the overestimate would be in the neighbourhood of 39,000 employees. 


In summary, it is probable that the number of employees in wholesale 
trade actually engaged in distributional activities is overstated by as much 
as 20 per cent. 
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Table 1.B.4 — Adjusted Employment Estimate in Wholesale Trade, 
Canada, 1961 


Number of 


Status of persons engaged persons engaged 


Total. employment. (Estimate 1) pvc cress mw caolacepue * «pais shee © os 254,800 
Subtract: 
(1) Part-time employees ........0.00. 10,000 
Converted to full-time equivalents 5,000 
(2) Employees engaged in fabrication or 
semi-production of goods...... 39,000 44,000 
otal (Rstimate2)ks i. ous ak NEE ETE? a 210,800 


Manufacturing 


Calculation of the number of employees engaged in the marketing end 
of manufacturing was the most difficult problem encountered in estimating 
the total number of persons engaged in distributional activities. It was 
necessary to be somewhat arbitrary in determining the occupations which 
would likely be engaged solely in marketing activities and in assessing the 
proportion of workers engaged in marketing in those occupations which 


perform both marketing and administrative functions in manufacturing 
concerns. 


Table 1.B.5 lists the number of employees in various marketing 
occupations within the manufacturing field. As can be seen, two estimates 
were prepared. The lower of the two was used for the overall estimate of 
the labour force engaged in marketing. 
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Table 1.B.5 — Two Estimates of the Number of Persons Engaged in 
Marketing Activities in Manufacturing, Canada, 1961 


Estimate l 


(100 per cent 
of occupations 


Marketing occupations Estimate 2 


(100 per cent 
of occupations 


t 


1-11) 1-11) 
(1) Salestaterkees £0. 6508s. kd 9,015 9,015 
(2) Other sales occupations ...... 264 264 
(3) Commercial travellers ........ 32,360 32,360 
1A) Can vassersiL, Sis OO. SN 5}227 3522/ 
(5) Hawkers and pedlars ......... 62 62 
(6) Driver-salesmen ..... 0.00000. 25,785 25,785 
(7) Delivery managers ........... 122 122 
(8) Salesimanacers’. 25... cc kk oe 9,714 9,714 
(9) Advertising managers ........ 1077 1,077 
(10) Interior decorators and window 
Ge POLS ee a sc ie Sines @ selaie 6's 201 201 
CA chipping Clerks his oose'e iss « 30,036 30,036 
(10 per cent 
of occupations 
12-18) 
WBZ REConamists terickcs eae. Els eh. 70 
(13) Actuaries and statisticians 95 
(14) Commercial artists ........... 202 
(15) Authors, editors and 
POURN ALIS, 62s 5 rs ae. caus Soak 622 
(16) Stock clerks and storekeepers. . 1,316 
REP ETUCKTUTIVElS Sie cccesssdivewess 2,407 
(18) Accountants and auditors ..... 628 


(25 per cent 
of occupations 


(50 per cent 
of occupations 


19-24) 19- 24) 

(19) Bookkeepers and cashiers : 5,689 LigSiZ, 
(20) Office appliance operators .... 1,910 3,819 
PA metenoetaphers .... 5... 0G 4e ele e 0 7 30S 15,156 
(22) Typists and clerk-typists ..... 2,492 4,983 
(23) Clerical occupations, n.e.s.. 15,761 312522 
mea) Oifice managers... 26.5 +s0e. 1,063 2,126 
Ee PENIS ee alsa una’ “aiinne ‘ates cs 28h 00 Oeis 148,356 188,186 


SOURCE: Canada, DBS, 1961 Census of Canada (Vol. III), Labour Force, Industry Groups 


by Detailed Occupations and Sex, Bulletin 3,2-14 (Ottawa: Queen’s Printer, 1965), 
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2.A CALCULATION OF THE AVERAGE NUMBER OF STOCK TURNS 
PER YEAR AND AVERAGE NUMBER OF DAYS’ SALES HELD IN 
INVENTORY BY RETAILERS AND BY GENERAL WHOLESALE 
DISTRIBUTORS, CANADA, i930, (941, 1951 and 196i 


Average Number of Stock Turns Per Year and Average Number of Days’ Sales 
Held in Inventory by Retailers 


The number of stock turns per year = annual sales + average inventory, 
where sales and inventory are both stated at cost or at selling price. 


The total sales of Canadian retailers in the census years were as 
follows: 


Table 2.A.1 — Sales of Retail Outlets, Canada, 1930, 1941, 1951 and 1961 


BF 55, 509, 9008 [1 Oo! Oo Se oe ree ts 10,652,779,800 
Pe ene oe. 3,440,901,700 SPARE Ae eee 18,105,173,200 


Retail sales 


SOURCES: 1931 Census of Canada, Vol. X, p. 2; 1941 Census of Canada, Vol. X, p. 2; 
1951 Census of Canada, Vol. VII, p. 1-1. For an explanation of the difference between 1961 
sales as shown in 1961 Census of Canada, Cat. No. 97-501 (Vol. VI, Part 1), Table 1, p. 1-1, 
and the monograph figure of $18,105,173,200, see Appendix 3.C. 


The total inventories held by Canadian retailers in the census years 
were as follows: 


Table 2.A.2 — Value of Inventories Held by Retail Outlets, 
1930, 1941, 1951 and 1961 


Inventories 


1,478,123,300 
2,301,024,400 


483,627,500 
ee eee ee 540,863,900 


SOURCES: 1931 Census of Canada, Vol. X, p. 7; 1941 Cesnus of Canada, Vol. X, p. 3; 
1951 Census of Canada, Vol. VII, p. 1-1. Inventory data for 1961 were derived from 1961 
Census of Canada, No. 97-501 (Vol. VI, Part 1), and unpublished DBS worksheets (see Ap- 
pendix 3.C). 


For the most part, inventories are stated at cost and must therefore be 
converted to selling value before the number of stock turns can be cal- 
culated. In 1961, the average weighted gross margin of the retail stores 
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included in this monograph was 25.97 per cent of sales (see Appendices 
1.A and 3.E). As a percentage of cost, this is 25.97 + 74.03 = 35.08 per 
cent. No estimates are available for the average weighted gross margin of 
all Canadian retailers in 1930, 1941 and 1951. However,. Barger (in 
Distribution’s Place in the American Economy Since 1869, Princeton 
University Press, 1955, p. 77) has made the following careful estimates of 
this figure for all United States retailers in the years 1929, 1939 and 1948: 
1929 — 40.1 per cent; 1939 — 42.2 per cent; 1948 — 42.3 per cent. 


Assuming that the 1961 gross margin figure for the United States was 

42.5 per cent, and assuming that the gross margin figures bore basically the 

same relationship to one another in the census years in Canada as in 1929, 

1939 and 1948 in the United States, the average weighted gross margins, as 
a percentage of cost, for all Canadian retailers would be: 

1930: 40.1 + 42.5 X 35.08 

1941: 42.2:+ 42.5 X 35.08 


1951s 42.3 =) 42.9; X 35.08 
1961: 42.5 + 42.5 X 35.08 


33.12 per cent 
34.83 per cent 
34.90 per cent 
35.08 per cent 


este bt 


When these percentages are applied to the inventories of Canadian 
retailers stated at cost, the estimated inventories stated at selling price 
are aS follows: 

1930; $9 483,627,500) X “1.53312 
1941: 540,863,900 X 1.3483 


1951: 1,478,123,300 X 1.3490 
1961: 2,301,024,400 X 1.3508 


$ 643,804,900 
729,246,800 
1,993,988, 300 
3,108, 223,800 


The estimated average number of stock turns per year by Canadian 
retailers is then as follows: 


1930: $ 2,755,569,900 + $ 643,804,900 = 4.3 
1041; ) "3 440;001,700 = 720.246, 800) 14.7 
1951: 10,652,779,800 + 1,993,988,300 = 5.3 
1961: 18,105,173,200 = 3,108,223,800 = 5.8 


The average number of days’ sales held in inventory can be estimated 
in the following manner: 


1930: $ 643,804,900 + $ 2,755,569,900 X 365 = 85.3 
1941:, 729,246,800 + 3,440,901,700 X 365 = 77.4 
1951: 1,993,988,300 = 10,652,779,800 X 365 = 68.3 
1961: “3, 108,233,800 = 18, 105,173,200 *"365 = 6297 


Average Number of Stock Turns Per Year and Average Number of Days’ Sales 
Held in Inventory by General Wholesale Distributors 


The same methods of calculation are used for general wholesale 
merchants as for retailers. 
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The total sales of Canadian general wholesale distributors and 
voluntary group wholesalers on their own account, in the census years, 
were as follows: 


Table 2.A.3 — Sales of General Wholesale Distributors and Voluntary Group 
Wholesalers, Canada, 1930, 1941, 1951 and 1961 


General 
wholesale 
distributors 


Voluntary 


group 
wholesalers 


Year Total 


1930, i 885,332,500 b 885,332,500 
te ee ey ul 1 398,652,700 131,534,200 | 1,530,186,900 
Fost eee eee. tl, 3,758,055, 200 372,803,500 | 4,130,858,700 
Sgro ee. er 7/520,598.700€ 476,531,400 | 7,997,130,100¢ 


8In 1930 and 1961, total sales shown included the volume of sales made oncommission. 
For 1930, it was assumed that 2.0 per cent of the sales made by general wholesale distri- 
butors was made on commission; for 1961, sales on commission were assumed to comprise 1.0 
per cent of general wholesale distributors’ sales and 0.5 per cent of voluntary group whole- 
salers’ sales. 


bIn 1930, sales of voluntary group wholesalers were included in the sales of general 
wholesale distributors. 


CSales by general wholesale distributors in 1961 included anunknown proportion of sales 
made by the following retail outlets: lumber and building material dealers, farm implement 
dealers, feed stores, farm supply stores, and harness shops. 


SOURCES: 1931 Census of Canada, Vol. XI, p. 554; 1941 Census of Canada, Vol. XI, 
p. 4; 1951 Census of Canada, Vol. VIII, p. 2-1; 1961 Census of Canada, Cat. No. 97-511 (Vol. 
VI, Part 2); p. 2-1. 


The total owned inventories held by Canadian wholesale merchants in 
the census years were as shown in Table 2.A.4. 


Table 2.A.4 — Value of |nventories Held by General Wholesale Distributors 
and Voluntary Group Wholesalers, Canada, 1930, 1941, 1951 and 1961 


General Voluntary 
Year wholesale group Total 
distributors wholesalers 


$ 


$ $ 


DR Eos gta ci che! ao ay 130,065,500 > 130,065,500 
Re. 4G S| BL O8;235,900 20,177,300 188,413,200 
ere 3.5. 2% S 472,304,200 28,741,800 501,046,000 
ett ee ol SS 974,602,600 32,940,100 1,007 ,542,700> 


8In 1930, inventories held by voluntary group wholesalers were included in the inven- 
tories of general wholesale distributors. 


binventories held by general wholesale distributors in 1961 included an unknown pro- 
portion of inventories of the following retail outlets: lumber and building material dealers, 
farm implement dealers, feed stores, farm supply stores, and harness shops. 


SOURCES: 1931 Census of Canada, Vol. XI, p. 554; 1941 Census of Canada, Vol. XI, 
p. 4; 1951 Census of Canada, Vol. VIII, p. 2-1; 1961 Census of Canada, Cat. No. 97-511(Vol. 
Wi, Part 2), p. 2-1. 
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As in the case of retailers, these inventories are, for the most part, 
stated at cost and must be converted to selling value in order to calculate 
the average number of stock turns. In 1961, the gross margins of general 
wholesale distributors and voluntary group wholesalers were 15.35 per cent 
and 8.53 per cent respectively (obtained from unpublished DBS worksheets). 
Stated as percentages of cost, these are 15.35 = 84.65 = 18.13 per cent and 
8.53 + 91.47 = 9.32 per cent in each case. Barger’s estimates of the gross 
margin for all wholesale operations in the United States (in Distribution’s 
Place in the American Economy Since 1869, p. 77) are as follows: 1929— 
21.4 per cent; 1939— 21.3 per cent; 1948 — 21.3 per cent. 


Assuming that the 1961 gross margin figure for the United States was 
21.3 per cent and that the same basic relationships existed as in the case 
of retailers, the gross margins for general wholesale distributors and 
voluntary group wholesalers, as percentages of cost, would be: 


General wholesale distributors Voluntary group wholesalers 


19302 21547 =" 21.3 ,.Xe88.8s 
POAT 21,3) 2 Ske lovne 
TS J Si Al Soma ee tld oe 8 Gs) 
1961: G21 SSS Keel Sal 


When these percentages are applied to the inventories of Canadian 
general wholesale distributors and voluntary group wholesalers stated at 
cost, the estimated inventories stated at selling price are as follows: 


18,22 per cent — 
trioper.cent. 2l,c.eizles Mo. oe 
1e"13iper cent” “2lie > Zino & Yio2 
18: I3yper-cernitn) 21. 3hs) 21LGexn97S2 


9,32 per cent 
9.32 per cent 
9,32 per cent 


General wholesale Voluntary group 
distributors wholesalers Total 

1930: 5130,065,500,X% 1.1322, $ 

= $ 153,763,400 _ $ 153,763,400 
1941: 168,235,900 X 1.1813 20,177,300 X" 170932 

= 198,737,100 = $22,057,800 220,794,900 
1951: 472,304,200 X 1.1813 28,741,800 X 1.0932 

= 557,933,000 =e =o), 4207500 589,353,500 
1961: 974,602,600 X 1.1813 32,940,100 X 1.0932 

ar Ll 5t7298. 100 =- 50,010,200 1,187,308,200 


The average number of stock turns per year by the wholesalers 
specified above can then be estimated as follows: 


1930: $ 885,332,500 = $ 153,763,400 = 5.8 
1941: 1,530,186,900 + 220,794,900 = 6.9 
1951: 4,130,858,700 + 589,353,500 = 7.0 

= 6.7 


1961: 7,997,130,100 + 1, 187,308,200 


The estimated average number of days’ sales held in inventory by 
general wholesale distributors and voluntary group wholesalers is calculated 
as follows: 


1930: $ 153,763,400 + $ 885,332,500 X 365 = 63.4 
1941: 220,794,900 = 1,530, 186,900 X 365 = 52.7 
1951: 589,353,500 + 4,130,858,700 X 365 = 52.1 
1961: 1,187,308,200 + 7,997,130,100 X 365 = 54.2 
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2.B ANALYSIS OF CASH AND CREDIT SALES OF RETAIL OUTLETS 


: The analysis of the proportion of cash and credit sales to total retail 
sales for the Census years is based upon the tabulation of data obtained 
from a reporting panel of firms in each of those years. As the following 
table indicates, the size of this panel in terms of number and retail sales 
varied widely from census to census. 
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3.A DEFINITIONS OF A RETAIL OUTLET AND RETAIL TRADE 


The Dominion Bureau of Statistics defines a retail store as an outlet 
engaged in selling merchandise for household or personal consumption 
purposes. In general, an outlet is defined as a retail store if selling to 
household consumers constitutes the major activity. In classifying an outlet, 
the major activity is measured by ‘‘value added’’ (using gross margin to 
approximate value added), For example, an incorporated hardware store may 
sell $50,000 of merchandise — 60 per cent to contractors and other industrial 
users and 40 per cent to household consumers. In 1961, the gross margin in 
selling hardware at wholesale was 18.11 per cent of sales (1961 Census of 
Canada, Wholesale Trade, Cat. No. 97-514 [Vol. VI, Part 2], p. 17-7) and at 
retail, 28.9 per cent of sales (1961 Census of Canada, Retail Trade, Cat. 
No. 97-505 [ Vol. VI, Part 1], p. 20-3). If these gross margins are applied to 
the proportion of goods sold at each level, the value added through selling 
at retail is found to exceed the value added through selling at wholesale. 
The hardware store would therefore be classified as a retail outlet, even 
though more than half of its total sales were made at wholesale. 


Retail trade is the aggregate sales made by retail outlets as defined 
above. It does not include any form of direct selling which by-passes the 
retail outlet, e.g., direct door-to-door selling, sales made through automatic 
vending machines, sales of newspapers or magazines sold directly by 
printers and publishers, and sales made by book and record clubs. In 
addition, retail trade does not include retail sales of contractors and 
wholesalers whose major activity is not retailing, or retail transactions 
between individuals. 
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3.B THE DISSIMILARITY OF RETAIL TRADE ESTIMATES FOR 
1930, 1941 AND 1951 


| The reader may find that the data contained in the first column of 
Table 3.1 are not identical to retail trade data found in other publications 
of the Dominion Bureau of Statistics. In fact, for some census years, two or 
more sets of figures have been published by the Bureau. 


| 


As shown in the following table, the retail sales figures which are 
contained in the census volumes for 1930, 1941 and 1951 (1931 Census of 
Canada, Vol. X, Part 1; 1941 Census of Canada, Vol. X, Part 1; and 1951 
Census of Canada, Retail Trade, Vol. VII) and which are also used else- 
where in this monograph differ slightly from those in Table 3.1. 

Table 3.B.1 — Comparison Between Census (Monograph) Data and Continuing 
Series (Table 3.1), Canada, 1930, 1941 and 1951 


Continuing 
Series 
(Table Sob) 


$’000 


Census 


(Monograph) Differences 


Year 


$’000 $’000 


BO eae Mie eases lee doe 5 2y1 2,070 2,735,740 = 19-550 —O.7 
EU R085 © eR eee 3,440,902 3,414,613 = 20,209 =n0.8 
Me iy 0 OE anne 10,652,780 10,693,097 + 40,317 + 0.4 


The difference in 1930 is due to the elimination of certain types of 
business: itinerant operators having no established place of business, the 
retail business transacted by line elevator companies, farmer-distributors of 
dairy products, and retail outlets engaged mainly in selling office, school 
and store supplies and equipment. 


The difference in 1941 was due primarily to the elimination of retail 
outlets engaged, for the most part, in selling office, school and store 
supplies and equipment. 


The difference in 1951 was due to the inclusion of the sales of some 
1,408 retail outlets which were in operation during 1951, but which were 
not included in any tabulations of the Census proper. 


Although these changes served to increase to some degree the com- 
parability of census results for 1930, 1941 and 1951, it was nevertheless 
necessary to use the original census totals elsewhere in the monograph, 
since the adjustments mentioned above had been made only for number of 
stores and sales by broad kind-of-business groupings, on the Canada level. 
For the purposes of this monograph, it was important to have principal 
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statistics — sales, inventory and employment —for detailed kinds of business 
on a provincial level. Where original census data are used, comparability 
between census years is sacrificed to some extent in order to retain 
homogeneity within the census year. In either case, as can be seen in the 
above table, the differences are minimal and therefore have little effect 
upon the various trends described in the monograph. 
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3.6 ADJUSTMENTS IN PUBLISHED (961 CENSUS DATA FOR SALES 
AND EMPLOYMENT 


In 1958, a number of revisions were made in:the Standard Industrial 


Classification. (For a description of the purposes of the S.I.C., see the 


‘Tntroduction’’ to the Standard Industrial Classification Manual, DBS 


Cat. No. 12-501 [ December, 1960], pp. 8-13.) These revisions had a profound 


effect upon the retail trade universe in 1961. For the 1961 Census of 


Merchandising and Service Establishments, the following trades were moved 
from one field to another: 


(1) Restaurants, fish and chip shops, caterers, nightclubs, cocktail 
lounges, taverns, and dressmakers — from retail to service. 


(2) Lumber and building material dealers, farm implement dealers, feed 
stores, farm supply stores, and harness shops—from retail to 
wholesale. 


(3) Automotive repair shops (several kinds), radio and TV repair shops, 
jewellery repair and engraving, and bicycle repair — from service to 
retail. 


In order to achieve comparability with previous census results, it was 
decided to ‘‘recapture’’ most of the trades lost from retail in 1961 and, 
where feasible, to eliminate the new trades which were classified to retail 
for the first time. For some trades, this was a fairly simple task, especially 
where no comparable kind of business existed in the wholesale or service 
fields. For example, the restaurant group could be brought back from the 
service field in total since no restaurant classification existed there prior 
to 1961. However, the retail trades which were transferred to wholesale 
trade produced a serious difficulty, as similar kind-of-business categories 


already existed in wholesale trade in 1961. In those cases, it was neces- 


sary to ‘‘recapture’’ only that part of each trade which had been “‘lost”’ in 


1961. For this purpose, all 1961 census questionnaires of the firms in these 


trades were recoded on the 1951 basis and only those companies which 
would have been classified as retail prior to the S.I.C. change were brought 
back to the retail field. 


It was also decided, after weighing the time and effort involved 
against the benefits accruing, not to ‘‘recapture’’ such trades as fish and 
chip shops, cocktail lounges, nightclubs, caterers, and harness shops, and 
to retain in the retail sector the various repair shops which had been 
classified as retail for the first time in 1961, with one exception — service 
garages. In 1961, service garages (retail census code 261) were added to 
retail garages (retail census code 262) to form a kind-of-business group 
called garages. A study of the service garages revealed that approximately 
81 per cent of the firms in this trade would have been coded to the service 
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field in 1961 prior to the S.I.C. revision. Because of their significance in 
terms of sales, it was decided to eliminate 81 per cent of the sales of 
service garages, or $167,100,000, from the 1961 retail trade census 
estimate. For the effect of these decisions on the breakdown of retail trade 
by kind of business, see Appendix 3.G. 


Sales 


Table 3.C.1 reconciles the retail sales figure of $16,072,950,000 
(1961 Census of Canada, DBS Cat. No. 97-501, p. 1-1) with the retail trade 
figure of $18,105,173,000 used throughout the monograph. 


Table 3.C.1 — Reconciliation Between Census and Monograph Data for 


Retail Sales, Canada, 1961 


: aye Census of 
Kind of business Canada, 1961 Monograph 


$ $ 
16,072,950,000 18,105,173,000 


Add: 


ls Hating placésa. sinus wena: abe 803,169,000 


2. Taverns, beverage rooms and public 


NOUS CS eiol ale oe aileres shereiemeneh ene toreLens 96,286,000 


3. Lumber and building material 
“dealers *e) Vea Ris Re ees ea os 802,911,000 

319,447,000 

177,510,000 


18}272,273;000 


4. Farm implement dealers .......... 


- 5. Feed, hay, grain and seed stores .. 


Subtract: 
1, Service garages sic ses tas sie pas 167,100,000 


TOL EL coup tepieneuece teickone ye Wieser sme shia 18,105,173,000 18,105,173,000 


The Dominion Bureau of Statistics has recently issued a bulletin, 
Retail Trade, 1930-1961 (Revisions to 1951-1961 Intercensal Estimates), 
Cat. No. 63-505. The annual figures for the period 1951-1961 differ slightly 
from those contained in the first column of Table 3.1. In the revised series, 
the 1961 retail trade estimate is given as $17,752,349,000, as compared to 
$18,105,173,000. A large proportion of the difference is due to (1) a lower 
estimate —in the bulletin—of sales by lumber and building material dealers 
($651,092,000 as compared to $802,911,000) and (2) the exclusion of the 
‘“‘repair’’ trades ($98,298,000) which were left in the monograph figures. The 
remaining differences are due to a number of minor corrections in the census 
results made after the monograph tables had been prepared. 
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In order to produce a continuous series, the annual sales for the 
period 1952 to 1961 shown in DBS, Retail Trade, 1930-1961, Cat. No. 
63-505, were linked to the 1961 monograph figure of $18,105,173,000, and 
the difference between this figure and $17,752,349,000 was pro-rated over 
the years. For the period 1962 - 1966, the monograph figure of $18,105,173,000 
was brought forward on the basis of the percentage change from year to year 
as shown in various DBS retail trade reports: DBS, Retail Trade, Cat. No. 
63-005, Vol. XXXVI, No. 5 (May, 1964); Vol. XXXVII, No. 5 (May, 1965); 
Vol. XXXVII, No. 12 (December, 1965); and Vol. XXXVIII, No. 12 (December, 
1966). The figures for 1962-1966, therefore, do not agree with those figures 
shown in DBS, Retail Trade, 1961-64 (Revisions to 1961-64 Estimates), 
Cat. No. 63-512, nor with the 1965-1966 revisions in Retail Trade, Vol. 
XXXIX, No. 1 (January, 1967), since figures in these reports are based 
_upon the new S.I.C. classifications. 


Employment 


Table 3.C.2 reconciles the 1961 employment data for proprietors 
and employees (in 1961 Census of Canada, Retail Trade, Cat. No. 97-501 
[Vol. VI, Part 1], p. 1-1) with the employment figures used in the mono- 
graph. 


Table 3.C.2 — Reconciliation Between Census and Monograph Data for 
Employment, Canada, 1961 


Census of 
Canada, 1961 


698,203 


Monograph 
Kind of business 


587,378 TS2;020 


130,414 


21,504 80,313 


> OTIC DIACES: shercisiei'e ih gin di0.s 


2. Taverns, beverage rooms and 
Dube MOUSES pics 3 5,2 40) oks 


1273 7/142 


3. Lumber and building material 
BEGICTS Wet cs Sea Ve bese ns 


22,604 
6,111 


1,190 


4. Farm implement dealers..... 2,248 


5. Feed, hay, grain and seed 
SONS ia bo. Gets, OGG O OROO OO 


noo 
157,184 


3,387 
706,935 


Subtract: 
BeeeTViCe PATAGES..5 000s 0s vss 4,859 


paleletncoi¥ asl bine, ed.sni0 6 6 6:8 132,520 


Zi 


8,732 


698,203 152,325 
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It is important to note that the 698,203 employees includes persons 
engaged on a full-time and part-time basis as at the last week of November, 
1961. For a breakdown of employment between full-time and part-time 
employees, see Table 1.B.1. 
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3.D THE COLLECTION AND COMPOSITION OF COMMODITY DATA, 
1930-1961 


During each census, retail firms are asked to submit estimates of their 
sales classed by the types of commodities sold. The proportion of firms 
supplying commodity detail has varied widely from census to census. It has 
also varied from one kind of business to another. For example, in the 1961 
Census of Merchandising and Service Establishments, the coverage in the 
variety trade was only 32.3 per cent, but in the department store trade it 
was 82.3 per cent. In 1951, however, the coverage in these two trades was 
83.5 per cent and 99.5 per cent respectively. ‘‘Coverage’’ represents the 
proportion of the sales of the panel reporting commodities to the total sales 
of all ‘‘establishments’’ (See Appendix 3.E for definition) within that trade. 


The commodity composition of the reporting panel is then imposed on 
the total trade. In other words, there is an implicit assumption that firms 
which did not submit a detailed commodity breakdown had the same 
commodity composition as the reporting panel. It is apparent that where the 
response ratio is low, this method tends to produce only crude estimates of 
the breakdown of total sales by commodity. “‘As the coverage percentage 
decreases, the reliability of the data decreases and the information should 


be used with appropriate caution.’’ (1961 Census of Canada, Cat. No. 
97-507, p. 23-1) 


It is important to note that the commodity estimates presented in this 
monograph do not in all cases agree with the estimates published in the 
various census volumes. Basically the reasons are as follows: (1) many 
commodity lines were regrouped in order to create as much comparability as 
possible from one census to another; (2) some additional estimation was 
necessary in constructing the monograph tables, especially in the 1930 
Census where the proportions of sales for some commodities were shown ‘as 
percentage ranges, i.e., 0.5-1.5 per cent; (3) the commodity structure in 
the 1961 Census was obtained from a reporting panel of retail establishments 
rather than retail locations (See Appendix 3.E), and it was therefore 
necessary to convert the results to a location basis in order to achieve 
comparability with previous censuses; and (4) a special run of the trades 
which were ‘‘lost’’ to the retail trade universe in 1961 (due to changes in 
the Standard Industrial Classification —see Appendix 3.C) was required in 
order to ascertain their commodity composition. 


In order to facilitate an analysis of the data in Table 3.3, a list of the 
various broad commodity lines included within some of the main groups in 
the table is given below. 
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Commodity lines 
Group 
No. 


1. Food and kindred products: 


Fresh cooked and cured meats, including poultry 

Fresh and cured fish 

Fresh fruits and vegetables 

Fresh bakery products 

Dairy products and eggs 

Canned foods (including canned milk) 

Frozen foods, all kinds 

Candy and confectionery 

Tea, coffee and cocoa 

All other grocery products (cereals, biscuits, shortening, flour, mixes, 
sugar, etc.) 


2. Automobiles and automotive products: 


New passenger cars 

Used passenger cars 

New commercial vehicles 

Used commercial vehicles 

Parts and accessories, tires, tubes and batteries 
Gasoline, oil and grease 


3. Clothing and kindred products: 


a. Men's and boys’ clothing and furnishings 
Men’s clothing (ready-to-wear and made-to-measure suits, coats, 
jackets, etc.) 
Men’s work clothing 
Men’s furnishings 
Boys’ clothing and furnishings 


b. Women’s and children’s clothing and furnishings 
Women’s and misses’ coats and suits, ready-made (including fur- 
trimmed coats) 
Women’s and misses’ dresses 
Sportswear (blouses, skirts, sweaters, jackets, etc.) 
Housedresses, aprons, uniforms 
Lingerie 
Hosiery 
Foundation garments 
Millinery 
Fur and fur goods 
Apparel accessories (scarfs, gloves, umbrellas, neckwear, etc. ) 
Girls’ wear 
Children’s and infants’ wear 


c. Shoes and other footwear 
Men’s and boys’ footwear 
Women’s and misses’ footwear 
Children’s and infants’ footwear 


d. Dry goods and notions 
Yard goods of all kinds (except drapery, upholstery and curtain 
materials) 
Bedding and linens (pillows, blankets, etc.) 
Notions and smallwares (buttons, thread, closet supplies, etc.) 
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Group 
No. 


6. Building materials: 


Lumber (all kinds) 

Bricks, cement blocks and tiles 
Cement, gravel and sand 

Lath, plaster and insulating materials 
Roofing materials 

All other building materials 


8. Drugs and drug sundries: 


Prescribed medicines 

Pharmaceuticals, patent medicines and compounds 
Toilet articles and preparations 

Drug sundries, rubber goods, sick room supplies, etc. 


9, Furniture: 


Living room 

Dining room 

Bedroom 

Springs and mattresses 

Kitchen and all other, including lawn, etc. 


11. Farm and garden equipment and supplies: 


Tractors 
Power lawnmowers 
All other farm and garden equipment and supplies 


13. Household appliances and supplies: 


a. Electrical appliances 
Refrigerators and home freezers 
Vacuum cleaners and polishers 
Stoves and ranges 
Washing machines, automatic washers and dryers 
Sewing machines 
Other major appliances (ironers, room air conditioners, dishwashers, 
etc.) 
Lamps, light bulbs, fixtures, wiring, fuses, etc. 


b. Non-electric appliances 
Gas stoves and ranges 
All other — wood stoves, refrigerators, ice boxes, etc. 


14. Hardware: 


Builders’ hardware 
Power tools 
All other basic hardware 


15. Household supplies: 


Soaps and cleaning compounds 
China, glassware and crockery 
All other household supplies (including kitchen utensils, brooms, etc.) 


16. House furnishings: 


Draperies, upholstery and curtains (made-up and yard goods) 
Floor coverings, all kinds 
All other (including awnings, blinds, mirrors, pictures, etc.) 
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Group | 
No. 


17. Music and radio: 


a. Musical instruments and accessories 
Pianos 
Organs 
Other musical instruments, sheet music, accessories, etc. 


b. Radios, record players, television sets 
Radio, record players and combination sets (including tape recorders, 
hi-fi’s, etc.) 
Television sets and T.V. combinations 
Records 
Parts, accessories and other equipment 


18. Paper goods, stationery and books: 


Newspapers and magazines 

Printed books, including text books 

Stationery and supplies 

All other paper products (wax paper, paper bags, tissues, etc.) 


20. Sporting goods: 


a. Sporting and recreation equipment 
Boats, motors and accessories 
All other sporting goods and equipment 


b. Bicycles, motorcycles, parts and accessories 
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3.E DEFINITIONS OF RETAIL LOCATIONS AND ESTABLISHMENTS 


For the first time in a retail census, the data collected by the 


Dominion Bureau of Statistics in 1961 were tabulated and published on an 
establishment basis as well as by locations (outlets). 


For statistical purposes, an ‘‘establishment’’ is defined as the 
smallest unit which is a separate operating entity capable of reporting all 
principal statistics, such as sales, inventory, employment and gross margin. 
The only proviso for tabulating merchandising statistics is that the estab- 
lishment cannot cross provincial boundaries. If a firm operates in two 
provinces, for example, it would be split into two establishments. The 
‘“location’’, on the other hand, is defined as the physical location in which 
the business activity takes place. For additional information, see the 
Standard Industrial Classification Manual, DBS Cat. No. 12-501, pp. 7-13. 


In retail trade, the majority of locations, or outlets, are also estab- 
lishments, as in the situation where the outlet is individually owned and 
operated. The establishment and location differ only in multi-unit firms. 
For example, a corporate chain operating 50 retail outlets in the province of 
Quebec would be a single establishment with 50 locations. The total sales 
of this establishment would exceed the aggregate sales of the 50 outlets if 
the establishment were engaged in other than retail activities. The value 
added (using gross margin) from this ancillary activity, however, could not 
exceed the value added from retailing. If it did, the establishment would 
not be counted as part of the retail field, although the retail locations 
would be included in the location statistics. 


Another example which illustrates the differences between the estab- 
lishment and location concepts is the situation where a firm operates a 
wholesale and a retail hardware business from two separate locations. This 
firm ‘‘... would be classified in its entirety as a wholesale hardware estab- 
lishment if the wholesale operations predominated; for location statistics, 
the retail store would be classed as and included with retail trade, the 
wholesale location with wholesale trade. A business location may be within 
the scope of the census, but the establishment of which the location is a 
part may not be within scope.’’ (1961 Census of Canada, Retail Trade, 
Cat. No. 97-507, inside front cover) 


cé 


Commodity detail, gross margins and other income data were obtained 
from the establishment series. It was therefore necessary to convert the 
commodity detail to a location basis, which is the concept employed in the 
tabulation of statistical data in this monograph. When this is done, however, 
Some inconsistencies are possible, since a proportion of the commodity 
sales shown may have been made at the wholesale and manufacturing levels. 
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It is also worth noting that the use of establishment gross margins as in 
Appendix 1.A carries an implicit assumption that these gross margins are 
comparable to the gross margins of locations—and this is, of course, not 
necessarily true. However, the degree of error in using data derived from the 
establishment series for location analysis is believed to be small. 
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3.F DISCREPANCIES IN THE REPORTED SALES OF 
NEW MOTOR VEHICLES 


Table 3.F.2 provides the retail sales of new motor vehicles — passenger 
and commercial—annually from 1932 (the first year such a survey was 
undertaken). It also shows the changing share of the retail market obtained 
through the sale of new motor vehicles. 


The reader will note that the aggregate sales of new motor vehicles 
in 1941, 1951 and 1961 differ from the figures given in Table 3.3. Expressed 
in percentage terms, these differences are as follows: 


Table 3.F.1 — Differences in Series of New Motor Vehicle Sales — 
Published Annually and During Census Years, 
Canada, 1930, 1941, 1951 and 1961 


Continuing Table 3.3 
series . ‘ 


$000,000 


Difference 


$000,000 
124 
162 
- 9908 
1,390 


LOZ 
950 
RUPERT Mais ies Sis diese ss 06 6 46 01s 6 0's fool 


eeoevoeveeveeeeveoeeseeeoeeeveeeeeee eee @ 


It is difficult to point to any one factor which would account for these 
deviations. However, a number of the more pertinent possibilities are 
described in the following paragraphs. 


It was not until 1949 that special attention was given by the Dominion 
Bureau of Statistics to the sales of European-manufactured vehicles. Small 
numbers of European-made vehicles had been imported by various dealers 
prior to 1949 but the sales of such imported vehicles were not covered by 
the DBS survey of new motor vehicles. In fact, it was not until the mid- 
1950’s, when the inflow of foreign-manufactured vehicles into Canada had 
increased substantially, that a sustained effort was made to include all 
distributors of foreign-made cars. This may account, at least in part, for 
the fact that, in 1941 and 1951, the sales figures for new motor vehicles 
obtained from retail dealers in the Census exceeded those reported by 
automobile manufacturers and distributors in the annual survey. 


In 1961, the reverse situation occurred. Automobile manufacturers and 
distributors reported retail sales of $1,551,000,000— about $161,000,000 
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more than the sales reported by retail outlets. This discrepancy would be 
even larger if the amount of new motor vehicles sold by automotive dealers 
to others (primarily other retail dealers) for resale were deducted from the 
total retail sales of new motor vehicles. In 1961, an estimated $39,000,000 
of new motor vehicles were sold by dealers at the wholesale level. When 
this duplication in sales is eliminated, the volume of new motor vehicle 
sales as reported by automotive manufacturers and distributors is found to 
differ from the volume reported by retail dealers by approximately 
$200,000,000. 


One factor that may account for the difference is the method used by 
automobile manufacturers to estimate the retail value of new motor vehicles 
sold. These manufacturers report to the Dominion Bureau of Statistics the 
number of units actually sold by their franchised dealers each month. In 
order to expedite reporting, however, a fictitious selling value is applied 
by the manufacturers to the number of units sold—the suggested retail list 
price of the basic model for each make of car. In 1961, for example, manu- 
facturers and distributors reported an average value per new passenger car 
sold (Canadian, American and European) of $2,950 (see DBS, New Motor 
Vehicle Sales, 1965, Cat. No. 63-208, Table 2, p. 7). A study of some 50 
large motor vehicle dealers (using 1961 census questionnaires) indicated 
that, even with the price of various optional equipment included, the average 
retail price per car waS approximately $2,800—in other words, $150 or 5 per 
cent lower than the price reported on the manufacturing and distributing 
level. Assuming that many small motor vehicle dealers retail their cars at 
even greater reductions, a 7 per cent discount from the manufacturer’s list 
price is reasonable as a trade average. This being the case, then the retail 
value as reported by manufacturers and distributors is overstated by 
approximately $109,000,000. Although ‘‘discounting’’ by retail dealers has 
been a long standing practice, it was apparently more prevalent in 1961, 
when an overstocking of vehicles occurred at the retail level. 


Another factor which may account for the difference between the two 
sets of figures is the number of vehicles, especially of European manu- 
facture, which were sold directly to users by firms classified to wholesale 
trade, with the result that such transactions were not registered on the retail 
level. In 1961, an estimated 5.7 per cent of new motor vehicles sold by 
wholesale firms (sales, $342,000,000) were directly to consumers. This loss 
at the retail level would amount to an additional $19,000,000. 


The remaining difference of $72 million may be due to the accounting 
methods used by manufacturers to account for ‘‘fleet’’ sales, as well as 


possible under-enumeration, errors, and inconsistencies in reporting. 
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Table 3.F.2 — Retail Sales and Market Share of New Motor Vehicles 
(Passenger and Commercial), Canada, 1932-1966 


Retail sales 
of new 
motor vehicles 


Retail sales 


Year of new motor : 
VEhicing as a proportion 
of total 
retail trade 

$’000,000 $7000, 000 Dc. 
LOS 2a otG oS Ms eck rire kee 45 1,908 2.4 
ih: kk SaaS See a ee ed ee eee 45 ue A 255 
USA Mra tales ess’ x, aiibra: Sissies “01/0 76 1,984 3.8 
LORS le.) a a orararan 102 2,105 4.8 
PISO I)e s Age avestiore Ati visbers wiki ses 118 2,289 Sao 
eS GR ere a ae eee 149 2,593 5.7 
EPS ath a's alice ala sa uN 9 6.000% 4,9 135 2,530 S70 
ESO Maat eerie te aes nes @ 6 oNete to es 2,578 4.9 
OG SIRs ie laetete @ WUT haat 2,935 5.1 
AOA AGT e cae oie. cies oe abel Wels 3,415 4.5 
DOA eee, Bie wletele mielae okie weet 3,619 L2 
Re ee ON isis vis eis 6 ees x 36 ORS 3,786 O52 
Oe atch Pe te woes siete dae! She 4,093 = 
OWS Wattle aigtaldts aerators 1% e-eren0 ear 4,573 — 
OA ee ie) nate ales, ach oss, 4p aus 88 5,787 3.5 
Pre Mee Gis las 50) 48 je ye 0%: 8 6,963 6.0 
1948 mas aelele duit a8 66 bes 7,835 5:6 
OSC re i, se ae's orate sees 8,532 6.9 
PASO Rete c ckats aieti sblelp ayes ales 9,617 9,2 
BOB Ries ol leiets ace bis 6 & doa oe 10,693 8.9 
BD Meee teBaltr ol eiy os,)6 a9 6 8%. 8 11,797 SuD 
Uy Re Ae ee ene eee seis 12,432 9.3 
bore Si tae ere ee re ana 127,562 7.9 
hs sa sade ee et a a ; 13,741 9.1 
POS OR eee ein ce bios Shek. ole. die slats 15,067 9.7 
PO res CR ene 3 ais sw aye eve) oye 15,730 8.7 
Be ee as, 5.5 alls aa wi 'ael nial's a 9\ye 16,460 8.3 
ee be kal'g a aise sie se 9.0/0.0 80° 17,427 8.8 
Sees gai s.d oi sis u's 0's © o6. 9! 6 6 17,736 8.9 
BR rae skifatiiie. witain bane, 0 saiwumiceie #4008 18,105 8.6 
EEE en vo x: 5) seve Sis, 4.6.6, + 9ybr 6d) 98 19,302 9.2 
ee er cic 551s 0,0 0.5 0 65 44,5. 3,9 20,406 10.1 
PAE ciatsicis buon 8 8 6s 5 be Ble se 215655 10.8 
DS A Siete ees ce 80 ee es0% 23,298 11.8 
BO SPA ales sok ww ave oR RSS 24,799 11.4 


SOURCES: Canada, DBS, New Motor Vehicle Sales and Motor Vehicle Financing, 1948, 
Table 4, p. 7 (1932-1945); New Motor Vehicle Sales, 1965, Cat. No. 63-208, Table 2, p. 7 
(1946-1965); and New Motor Vehicle Sales, Cat. No. 63-007, Vol. XXXVIII, No. 12 (December, 
1966), Table 1, p. 1. Retail trade data were derived from Table 3.1. 
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-3.G COMPOSITION AND COMPARABILITY OF MONOGRAPH 
CLASSIFICATIONS OF KIND OF BUSINESS, 1930-1961 


This chapter, as well as many subsequent chapters of the monograph, 
contains tables in which retail trade is classified in terms of selected 
kinds of business. In order to simplify the monograph tables pertaining to 
kind of business activities, the approximately 100 trade categories described 
in 1961 Census of Canada (Introductory Report of Volume VI, Part 1), 
Cat. No, 97-508, pp. 15-28, were combined with the more than twenty 
“‘recaptured’’ trades (see note 1) to form 21 broad kind-of-business group- 
ings plus a miscellaneous category. These groupings were made on the 
basis of comparability of product mix. 


Although every effort was made to achieve comparability in each kind 
of business grouping in each of the census years, changes in definition and 
in coding methodology, additions and deletions of business categories over 
the thirty-year period, and the 1958 revisions in the Standard Industrial 
Classification (as described in Appendix 3.C), all served to make it 
difficult to achieve perfect comparability. 


In general, the steps taken to enhance the comparability of the kind- 
of-business data from one census to another were as follows: (1) a com- 
parison of the definitions of each kind of business used in each Census 
of Merchandising and Service Establishments, giving attentionto all changes 
in definition which could reduce the comparability of the data pertaining to 
that kind of business from one census to the next; (2) a comparison of the 
principal statistics for each kind of business in each census, to identify 
changes which were unanticipated and which could not be explained in 
economic terms—for example, changes in the data from one census to 
another which could have been due to coding errors or to changes in coding 
procedures; and (3) a study of the effect of the 1958 S.I.C. revisions on the 
retail trade universe to determine what measures could be taken to ensure 
the greatest degree of comparability between the 1961 Census and those 
which had preceded it. 


It was soon apparent that strict comparability between census years 
could never be fully attained. For example, there was no way to measure the 
quantitative effect of slight definitional changes in many trades from one 
census to another or to determine the extent to which a trend was affected 
by possible coding errors in the various censuses. It was decided, after 
some consideration, to make no major revisions to the data of any Census 
year prior to 1961, although a number of minor adjustments were made which 
had no effect upon total retail census figures (see Table 3.B.1). 


The major task was to adjust the 1961 Census results to make them 
as comparable as possible to the previous censuses. As a result of the 
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1958 S.I.C. revisions, a number of retail trades were transferred to the 
service and wholesale sectors of the census and a number of service trades 
were reclassified to the retail sector. (Details of these changes are provided 
in note 1 below and in Appendix 3.C.) Because of numerous Statistical 
difficulties, adjustments in the retail business categories were made only 
when the change had a significant effect on either one of the selected 
monograph kind-of-business categories or the overall retail trade total. 
Therefore, revisions of a minor nature (which would have affected primarily 
the large ‘‘miscellaneous’’ category) were not undertaken, as it was found 
that these tended to balance one another out in the long run. 


A change in census procedure, for which no adjustments were possible, 
was the introduction, in 1961, of the ‘‘value added’’ concept in coding. 
Prior to the 1961 Census, an outlet was coded as a retail outlet if over 50 
per cent of its sales were made to household consumers. In 1961, a firm 
was coded retail only if the value added (using gross margin) from retail 
activities exceeded the value added from other activities, such as whole- 
saling, manufacturing, or the performance of services. 


The list which follows describes the composition of the kind-of- 
business groupings used in the monograph (based on the 1961 Census of 
Merchandising and Service Establishments trade classifications). The list 
is annotated (following the section on descriptions) to indicate: (1) major 
changes, especially in definition, from one census to the next; (2) the 
possible effects on total retail trade estimates; and (3) possible explana- 
tions for increases or decreases in sales and/or stores from census to 
census. These notes should enable the reader to make more informed use 
of the kind-of-business tables which appear in the monograph. They should 
also underline the need for care in interpreting these tables. 


Kind of business groups” 
Grocery and combination stores” 


Grocery stores, without fresh meat 
Combination stores (grocery stores with fresh meat) 


Restaurants? 


Eating places 

Eating places with motel and/or cabins 

Eating places with alcoholic beverages 

Eating places with alcoholic beverages with motel and/or cabins 
Eating places with other merchandise 
Refreshment booths and stands 


Meat markets 


Meat markets 
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Alcoholic beverage stores 


Government liquor stores 
: Brewer’s retail stores or agents 
| Wine stores 


Department stores* 


Department stores 
Mail-order offices operated by department store firms 
Other non-department stores operated by department store firms 


General merchandise stores* 


General merchandise stores 
Piece goods stores 


General stores® 


General stores (more than one-third foods) 


Variety stores 


Variety stores 


Automobile dealers 


Automobile dealers 
Automobile dealers, with wholesale car departments 
Automobile dealers, with farm implements 


Filling stations 


Service stations 


Shoe stores 


Men’s shoe stores 

Women’s shoe stores 

Children’s and infants’ shoe stores 
Family shoe stores 


Men’s and boys’ apparel stores 


Men’s and boys’ clothing stores 
Men’s and boys’ furnishings stores 
Men’s and boys’ hat stores 
Custom tailors 


Women’s apparel stores 


Women’s ready-to-wear stores 

Lingerie and hosiery stores 

Millinery stores 

Accessories and other apparel stores 
Miscellaneous apparel and accessories stores 


Family clothing stores’ 


Family clothing and furnishings stores 


Lumber and building material dealers® 


Building material dealers 

Glass dealers 

Paint, varnishes, lacquer and enamel stores 
Paint, glass and decorators’ supplies stores 
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Lumber and building material dealers* (cont’d) 


Wallpaper dealers 

Insulation, siding and/or roofing material dealers 
Other specialty lines stores 

Lumber dealers 

Lumber and millwork dealers 


Hardware stores 


Hardware stores 
Hardware and farm implement stores 


Furniture stores 


Furniture stores 
Furniture and undertaker stores 


Household appliance stores 


Household appliance stores 

Furniture, television, radio and appliance stores 
Television, radio, piano and music stores 
Television sales and service shops 


Drug stores 


Drug stores without meals or lunches 
Drug stores with meals or lunches 


Fuel dealers 


Fuel dealers (other than oil) 
Fuel oil dealers 


Farm implement dealers” 


Farm machinery and equipment dealers 


Other retail stores*® 


Food group 


Bakery product stores*°* 


Candy and nut stores 
Confectionery stores 
Dairy product stores 

Egg and poultry stores 
Fruit and vegetable stores 
Fish markets 
Delicatessen stores 

Other food stores’”© 


10d 


Automotive group 


Used car dealers 

Accessories, tire and battery shops 
Second-hand parts and accessory shops 
Garages 

Paint and body shops 

Other specialty repair shops 

Car washes 

Automotive establishments, n.e.c., 


Apparel group 


Furriers and fur stores 
Children’s andinfants’ wear stores 
Second-hand clothing stores 
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Furnishings and appliances group 


Paint, glass and wallpaper stores 

TV and radio repair shops 

Household appliance repair shops 
Electrical supply stores 

China, glassware and kitchenware stores 
Floor coverings, curtains, upholstery and interior decoration stores 
Linen stores 

Picture and picture framing stores 
Antique shops 

‘Second-hand furniture shops 

Home furnishings stores, n.e.c. 


Farm supplies group 


Farm supply dealers (general lines) 
Feed, hay and grain stores 

Fertilizer and fertilizer material dealers 
Seed stores 

Other farm supply stores, n.e.c. 


Miscellaneous group 


Ice dealers © 
Florists 
Luggage and leather goods stores 

Tobacco stores and stands 

Newsdealers 

Books and stationery stores 

Artists’ supplies stores 

Cameras and photographic supplies stores 

Music stores 

Gift, novelty and souvenir shops 

Jewellery stores 

Jewellery repair shops 

Sporting goods stores 

Bicycle shops 

Bicycle repair shops 

Boats, outboard motors, boating accessories dealers 
Motorcycle dealers 

Pet shops 

Monument and tombstone dealers 

Religious goods dealers 

Opticians’ 

Health appliance stores 

Hobby shops 

Toy shops 

Record bars 

Taverns, beverage rooms and public houses 
Wool shops 

Miscellaneous stores, n.e.c. 


10i 


10j 


Notes on kind of business groups 


As a result of the 1958 revisions to the Standard Industrial Classification 
(see Appendix 3.C), restaurants, eating places, refreshment booths and stands, fish 
and chip shops, cocktail lounges, bars and nightclubs, taverns, beverage rooms and 
public houses, and dressmakers were reclassified from the retail to the service 
sector. Of these, restaurants, eating places, refreshment booths and stands, and 
taverns, beverage rooms and public houses were ‘‘recaptured’’ to the retail sector 
for monograph purposes. 
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In addition, the following trades were transferred from retail trade to whole- 
sale trade: lumber and building material dealers, farm implement dealers, feed 
stores, farm supply stores and harness shops. All of these trades, with the exception 
of harness shops, were ‘‘recaptured’’ to the retail sector. 


Lastly, the following trades were moved from the service sector to the retail 
sector: paint and body shops, car washes, other specialty (automobile) repair shops, 
automotive establishments, n.e.c., bicycle repair shops, television, radio and 
appliance repair shops, and jewellery repair and jewellery engraving shops. These 
trades, which accounted for sales of approximately $154,000,000, were retained in 
the monograph retail trade universe. 


Most of the kind-eof-business categories mentioned here are described in 
considerable detail in the following Census volumes: 1931 Census of Canada, Vol. X, 
pp. ix-xv; 1941 Census of Canada, Vol. X, Appendix C, pp. 636-45; 1951 Census 
of Canada, Appendix A, pp. 3-18; and 1961 Census of Canada, Cat. No. 97-508 
(Vol. VI, Part 1), pp. 15-28. For a detailed description of the ‘‘recaptured’’ kind- 
of-business classifications for 1961, see 1961 Census of Canada, Cat. No. 97+516 
(Vol. VI, Part 2), and Cat. No. 97-523 (Vol. VI, Part 2). 


Between 1951 and 1961, the number of outlets in the grocery and combination 
store category declined from 34,391 to 32,525. A study of the definition of this 
trade employed in the 1951 and 1961 censuses showed little change. The only other 
explanation would appear to lie in the rapid public acceptance of shopping centre 
food outlets during the late 1950’s and the resulting decline and disappearance of 
many small grocery stores. 


3In 1961, there were 449 fish and chip shops with aggregate sales of $7,374,000 
(see 1961 Census of Canada, Cat. No. 97-517 [| Vol. VI, Part 2], Table 28, p. 28-2). 
This trade was among those transferred from the retail sector to the service sector 
in 1958. As noted in (1) above, this trade was not ‘‘recaptured’’ from the service 
sector for the 1961 monograph tables. 


Although normally fish and chip shops would constitute part of the restaurant 
group, this trade was not included as part of the monograph restaurant kind of busi- 
ness because of an inability to separate the applicable data in 1930 and 1941, when 
the fish and chip group was shown as part of the miscellaneous category rather than 
as a separate trade. 


32As a result of the use of the value added concept in 1961, a significant 
number of retail stores were shifted from the confectionery classification to that 
described as ‘‘eating places with other merchandise’ (due to a DBS decision to 
apply a gross margin of 100 per cent on sales of prepared foods). A study of the 
locations classified as eating places with other merchandise in 1961 indicated that 
25 per cent of this trade group in terms of number and 20 per cent in terms of dollar 
volume would have been classed as confectionery stores had the 1951 coding pro- 
cedure been followed. No adjustment was made, however, because of the anticipated 
difficulty in revising all of the principal statistics —sales, inventory, employment, 
and gross margin — on a provincial basis. 


The use of the value added concept in 1961 may have also had the effect of 
drawing into the restaurant classification a number of eating places with motel 
and/or cabins which would have been classified as a service trade on the basis of 
1951 coding. 


In summary, it is possible that the 1961 monograph figure for restaurant sales 
is overstated by about 5 per cent, or $40,000,000, in relation to the 1951 estimate 
for this kind of business. 


4 : . ; 
A number of errors were found in the coding of stores in the department store 


classification up to and including the 1951 Census. Although the descriptionof 


this kind of business stated that non-department stores operated by department 
store organizations were to be classified to the department store group, in practice 
this was not always done. For example, a number of groceterias and heavy goods 
depots (stores selling hard goods, mainly appliances) operated by a large depart- 
ment store organization were coded as food outlets and appliance stores respectively 
until the 1961 Census. Similarly, the limited-line merchandise stores of another 
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large department store firm were classed as general merchandise stores and their 
fur trading posts were classed with the miscellaneous group in the 1930 and 1941 
Censuses. In 1951, the fur trading posts were classified as general stores while 
the limited-line merchandise stores remained ‘in the general merchandise store 
category. It was not until 1961 that all kinds of businesses operated by department 
stores were brought together, under the special category of ‘‘other non-department 
stores of department store firms.”’ 


Table 3.5 indicates that the share of the retail market held by department 
store firms increased slightly from 8.5 per cent in 1951 to 8.6 percent in) 1961, This 
Slight increase is partly attributable to the classification changes noted above. 
These changes in coding affected not only the department store results, but those 
of general stores and general merchandise stores as well. Unfortunately, it was 
impossible to adjust for these changes in previous censuses, aS many of the neces- 
Sary data were unavailable. 


Adjustments were made, however, in the allocation of mail-order business on 
a provincial basis. Sales by mail-order offices have always been allocated to the 
cities or towns in which such offices are located. The problem was in the alloca- 
tion of direct-mail business, i.e., mail orders sent by customers directly to mail- 
order plants and department stores. Direct-mail orders have customarily been filled 
by the mail-order house nearest the customer. In the 1930 and 1941 Censuses, such 
sales were allocated to the cities in which these mail-order houses were located. 
Accordingly, the direct-mail sales of one of the department store organizations 
engaged in mail-order operations were included with the retail sales of Moncton 
(for the Atlantic Provinces and part of Quebec), Toronto (for the western part of 
Quebec and most of Ontario), and Winnipeg (for the Lakehead, the Prairie Prov- 
inces and British Columbia). The direct-mail business of the other major departe- 
ment store organization operating a mail-order division was added to the retail 
sales of Halifax, Toronto and Regina. Starting with the 1951 Census, the sales 
derived from direct-mail orders were apportioned to the provinces from which these 
orders emanated, rather than to the provinces in which the orders were filled. 
Because of the size of mail-order business in Canada, the 1930 and 1941 sales 
were reallocated for monograph purposes on the 1951 basis. 


It should also be noted that in 1930 the department store definition contained 
a minimum requirement of $100,000 in annual sales. This requirement was eliminated 
in subsequent censuses. However, for 1930, some department stores may have been 
omitted which fulfilled all the other requirements of the definition. 


‘In the 1941 Census, general merchandise stores were combined with dry 
goods stores to form one trade group. In order to make this kind of business com- 
parable for all census years, dry goods stores were added to the general merchan- 
dise trade in 1930 and piece goods stores were added in 1951 and 1961. (A later 
study revealed that a large number of stores classified to the general merchandise 
kind of business in 1951 should have been coded as piece goods stores. However, 
since these two trades have been combined for monograph purposes, this error does 
not affect the monograph figure for this trade.) 


Between 1951 and 1961, the general merchandise store component of this 
kind-of-business group dropped from 3,646 stores to 851, although sales increased 
from $169,387,300 to $184,872,600. A review of both the 1951 and 1961 question- 
naires showed that a substantial number of forms were incorrectly coded in 1951. 
For example, when the kind-of-business description was given as ‘‘general dry 
goods,’’ the store was classified to the general merchandise store group rather 
than to the clothing and apparel group, where many such firms should have appeared. 
A review of the 1951 general merchandise trade in Quebec, where the number of 
stores fell from 1,565 in 1951 to 225 in 1961, showed that 20 per cent should have 
been coded as family clothing stores and that almost 30 per cent could not be 
properly coded on the information provided, yet were coded to the general merchan- 
dise trade. A small proportion of the decline can be accounted for by the removal, 
in 1961, of certain non-department stores of department store firms (see note 4). 


Tn 1930, the general store classification consisted of three types of stores: 
(1) general stores with groceries, dry goods, and apparel; (2) general stores with 
groceries and other merchandise; and (3) general stores without groceries. The 
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third trade component — general stores without groceries — accounted for approxi- 
mately 1 per cent of the total sales of this group. In 1941, a change in the general 
store definition made it a requirement that the percentage of sales accounted for 
by groceries be not less than 33 per cent and not more than 80 per cent of the total 
sales. This was subsequently amended, in 1951, to not less than 33 per cent and 
not more than 67 per cent of total sales. If the sale of food exceeded the maximum 
limit, the store was classified to the grocery trade. 


There was another change in definition between 1930 and 1961: in 1930, 
such stores had to be located in centres of less than 10,000 population; in 1941, 
this was changed to less than 2,000 population; and in 1951 and 1961, the popu- 
lation requirement was eliminated completely. These changes may have had an 
effect on the data applicable to the general store kind of business. However, no 
adjustments were possible. 


Previous mention has been made (see note 4) of the fact that fur trading 
posts were coded to general stores in 1951 and to department stores in 1961. Due 
to the confidential nature of the data, it is not possible to show the effect of this 
coding change. 


7As mentioned in note 5, there were a number of coding errors in the general 
merchandise category in 1951 which affected the family clothing kind of business 
in that year. The result of these errors was to overstate the sales made by general 
merchandise stores and to understate the sales in the family clothing trade. The 
family clothing group may also have been understated in 1930 for the same reason: 
confusion by census clerks in differentiating between ‘‘dry goods stores’’ and 
‘family clothing stores.’? Considerably more attention was given in 1961 tothe 
correct coding of piece goods stores and family clothing stores. 


Sumber and building material dealers were among those transferred from the 
retail sector to the wholesale sector as a result of the 1958 S.I.C. revisions and 
which, for monograph purposes, were ‘‘recaptured’’ to retail trade in 1961 (see 
note 1 and Appendix 3.C). All 1961 questionnaires were screened in order to find 
the number and sales of those firms which would have been coded as retail on the 
1951 coding basis. This study indicated that 3,244 outlets, with aggregate sales 
of $802,911,500, would have been classed as retail—and these were so treated for 
the monograph tables. A later study of this trade, which was undertaken subsequent 
to the completion of the monograph tables, revealed that the monograph estimate 
was overstated by approximately $150,000,000. Due to the number of tables involved, 
it was not possible to make the necessary adjustments prior to the publication date. 


°Farm implement dealers were also among those trades which were shifted 
to the wholesale sector in 1958 and ‘‘recaptured’’ in 1961 for the monograph tables. 
The same approach was employed as in the case of lumber and building material 
dealers; all firms in this trade were recoded on the 1951 basis and 2,434 locations 
with aggregate sales of $319,446,500 were returned to retail trade. A subsequent 
study of this trade revealed that the sales figure may have been overstated by 
approximately $20,000,000, due to errors in coding a number of dealer-distributors 
as retail outlets. For the reason stated in note 8, no adjustments were made to the 
monograph tables. 


104 number of trades which appeared in earlier censuses have been eliminated 
over the years and do not appear in the kind-of-business groupings either in the 
1961 Census or in the monograph. In ali such cases, no effort was made to remove 
such trades from the monograph totals for any of the previous census years. 


The following trades appeared only in the 1930 Census: producer-distributors 
of milk, grain elevators, and itinerant operators. These trades accounted for approxi- 
mately 5,000 outlets and $15,500,000 in sales. These were retained in the mono- 
graph ‘‘other’’ kind-of-business category for 1930. (Further reference to these trades 
and reasons for their retention may be found in Appendix 3.B.) 


In 1951, the following trades were transferred from retail to wholesale: 
scientific and medical instruments, and office, store and school furniture, equipment 
and supplies. These trades were retained in the monograph totals for 1930 and 
1941. In 1930, there were 42 scientific and medical instruments dealers with sales 
of $1,735,900 and 395 office, store and school furniture, equipment and supplies 
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dealers with sales of $19,829,900. In 1941, the totals were 22 and $2,269,600 and 
341 and $26,469,600, respectively. 


For the 1961 Census, the following trades were judged by the Dominion 
Bureau of Statistics to be ‘‘out of scope,’’ i.e., outside the retail trade universe: 
dental laboratories, furniture repair and upholstery shops, electroplating shops and 
machine shops. No adjustments were made in previous censuses to eliminate these 
trades due to the unavailability of separate sales data. 


ety previous censuses, the list of bakeries was checked with the Census of 


Industry and all firms classified as manufacturers were omitted from the Census of 
Merchandising and Service Establishments. In 1961, a change in procedure took 
place. All recognized bakery stores, even those in which manufacturing activities 
were performed and were predominant (using the value added concept), were never- 
theless defined as retail outlets. 


In 1951, the sales of bakery product stores were $2 1,167,900. By 1961, they 
had risen to $126,874,800. Assuming that the sales growth of bakery product stores 
had followed the same pattern as grocery and combination stores, if the 1951 pro- 
cedure had been retained, sales by bakery product stores would have been 
$41,287,300 in 1961. The 1961 total for this trade may, therefore, be in error by 
approximately $85,000,000. However, since this trade is not specified separately 
in the monograph tables, no adjustments were made. 


> Between 1941 and 1951, the number of outlets in the confectionery trade 
dropped substantially —from 11,364 to 8,646. This decline was due principally to a 
change in coding the outlets of a large chain organization in 1951, when only pro- 
vincial totals were submitted rather than a list of individual outlets. 


Between 1951 and 1961, the number of confectionery stores dropped from 
8,646 to 5,635 and sales declined from $128,485,700 to $106,821,200. These 
decreases are, for the most part, attributable to the changes in coding procedure 
mentioned in note 3a. If one assumes that 20 per cent of the sales registered by 
eating places with other merchandise in 1961 would have been coded to the cone 
fectionery trade had the 1951 coding method been used, the 1961 sales made by 
confectionery stores would have been approximately $145, 000,000. 


*°’The number and sales of dairy product stores increased substantially 


from 1951 to 1961—from 188 to 769 in number and from $7.168,500 to $27,356,900 
in sales. The reason for this increase is similar to that given in note 10a with 
reference to bakery product stores. For example, the change in procedure in 1961 
resulted in the inclusion of milk bars of manufacturing dairies, at least in those 
cases where separate figures were available. If dairy product stores had followed 
the same growth rate as grocery and combination stores, the 1961 sales of this 
trade would have reached $13,981,900. Sales by dairy product stores may, therefore, 
be overstated by approximately $13,000,000 in 1961. In earlier censuses, however, 
the data for dairy product stores are comparable. 


10din the 1930 and 1941 Censuses, a vigorous effort was made to include 


pedlars and market stalls in the fruit and vegetable store category. In the process, 
a number of producers, such as market gardeners, were included. In 1951 and 196 1 
such producers were eliminated. This procedure would help to explain the sudden 
drop in the number of fruit and vegetable stores between 1941 and 1951: 


Table 3.G.1 — Number and Sales of Fruit and Vegetable Stores, Canada, 
1930, 1941, 1951 and 1961 


Number of outlets 


No. 


$ 


i Sie iy<s aidins s WS vel iatsoeiois 3 16,293, 400 
ees OF teed pat, Agee 23,040,600 
ee oes wisilss vieaac we « 30,620,100 
3 as ee 38, 156,000 
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However, no adjustments were made to correct the 1930 and 1941 Census data 
pertaining to this trade. 


10€ Milk dealers were eliminated in 1961 by the Dominion Bureau of Statistics, 
on the basis that this trade was ‘‘out of scope’’ for the purposes of the Census of 
Merchandising and Service Establishments. However, it was retained in the mono- 
graph sales figures for previous census years. The number and sales for this trade 
in the census years are as follows: 


Table 3.G.2 — Number and Sales of Milk Dealers, Canada, 
1930, 1941 and 1951 


Number of firms 


$ 


TOS0 0 Bee re oon ies Cade me aaa 30,010,000 
104 TOTS, we, BE ae, eRe Bad 18,377,600 
POS es yc ccntacke tare i 4,507,500 


10fT. accordance with the S.I.C. revisions noted earlier, service garages were 
transferred from the service sector in the 1961 Census and combined with retail 
garages to form one classification —‘*garages.’’ A study of this trade group indi- 
cated that approximately 81 per cent of the firms included in retail trade in 1961 
would have been retained in the service field on the 1951 coding basis. For this 
reason, $167,100,000 was substracted from the garage total and the difference was 
apportioned to all the provinces. (Further reference to service garages may be 
found in Appendix 3.C.) 


°8Tn 195 1, there were 848 firms, with aggregate sales of $31,287,000, in the 
electrical supply trade; by 1961, there were only 297 firms with total sales of 
$15,583,700. The decreases in number and sales are due, for the most part, to the 
fact that electrical supply contractors were excluded in the 1961 Census. For 1961, 
electrical.supply stores were basically those which specialized in lamps and shades 
and small appliances. No adjustments were made to this trade as it appeared in 
previous censuses. 


id Be 1930 and 1941, optometrists were included with opticians in the Census 
of Merchandising and Service Establishments. For the 1951 and 1961 Censuses, 
optometrists were classified as professionals and accordingly were removed. No 
attempt was made, hqwever, to adjust the 1930 or 1941 results. 


11h 1961, ‘‘cocktail lounges, bars and nightclubs’’ were transferred from the 
retail to the service sector of the census. This trade, with sales of $23,072,900 
obtained through 200 outlets, was not ‘‘recaptured’’ for monograph purposes. 


JT) 1961, mail-order houses or offices operated by non-department store firms 
were eliminated by the Dominion Bureau of Statistics, as these constituted, for 
the most part, a form of ‘‘direct selling’’ and were therefore not within the scope of 
a retail trade census. Among the trades affected by this decision were seed houses 
which had previously appeared only in the 1951 Census. Due to its small size (ten 
firms with sales of $714,800), no effort was made to eliminate this trade from the 
1951 Census totals. 


In 1961, as well, heating and plumbing equipment dealers were eliminated 
from the retail sector by the Dominion Bureau of Statistics. The reason for their 
elimination was that such dealers were engaged primarily in non-retail activities, 
i.e., plumbing contracting or wholesaling. No attempt was made to eliminate this 
trade in previous censuses. 
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In order to achieve a greater degree of comparability between census 
years, a number of adjustments were made in the form-of-organization data 
for the years 1930, 1941 and 1961. These were as follows: 

(1) For 1930, government liquor stores were transferred from ‘“corpora- 
tions’’ to ‘‘other forms’’ (this was also the procedure followed in subsequent 
censuses). , 

(2) For 1930 and 1941, direct-mail sales made by department store 
organizations were distributed among the provinces in accordance with 
adjustments made in the kind-of-business tables. These adjustments had no 
effect on the data relating to type of ownership; they affected the provincial 
distributions only. 

(3) A special tabulation of the trades ‘‘recaptured’’ for the 1961 
monograph tables was made to determine the distribution by type of owner- 
ship for these trades. 
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For the purposes of this monograph, adjustments were necessary in 
the 1930 Census breakdown of sales by size of business because “‘in some 
instances, only the net sales for a group of stores were reported instead of 
the volume of business for each unit. The figures for such establishments 
have not been included in this table.’’ (1931 Census of Canada, Vol. X, 
Table 4, footnote 2, p. 38) 


For this reason, 1,164 outlets with sales of $74,365,900 were omitted 
from the sales-size distribution in the 1930 Census. In order to adjust to 
monograph totals, these outlets were assumed to be relatively large in 
terms of sales (the average sales per outlet was approximately $64,000) and 
would, therefore, have been contained in the upper sales-size categories, 
beginning with the $50,000 to $99,999 class. The differences were accord- 
ingly apportioned to the upper sales-size strata in the same proportion as 
the number and sales contained in each class. 


In 1951, the addition of the sales in each sales-size category (1951 
Census of Canada, Vol. VII, Table 10, pp. 10-1 and 10-2) resulted ina 
figure of $10,659,279,700, which is higher than the census total of 
$10,652,779,800 by $6,499,900. A comparison of trade group totals indicated 
that the over-estimate occurred in the automotive group. The excess was, 
therefore, deducted from this trade and from the ‘‘over $500,000”’ sales- 
size category. 


For the 1961 sales-size Stratification, a special tabulation of the 
‘“‘recaptured’’ trades was made. Additional information on this subject may 
be found in Appendix 3.C. 
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4.A DEFINITION OF A DEPARTMENT STORE 


For the 1961 Census of Merchandising and Service Establishments 
department stores were defined as: 


? 


..- Retail establishments carrying a general line of apparel such as suits, 
coats, dresses and furnishings; piece goods; house furnishings such as 
furniture, floor coverings, curtains, draperies, linens, and/or major household 
appliances; and housewares such as table and kitchen appliances, dishes, and 
utensils. These and other merchandise lines are arranged in separate sections 
or departments with the accounting on a departmentalized basis. The depart- 
ments and functions are integrated under a single management. 


Mail-order offices or houses of department store organizations were 
defined as “‘establishments maintained by department stores for the purpose 
of taking or filling orders by mail,’’ and non-department stores operated by 
department store organizations were defined as ‘‘establishments owned and 
operated by department store firms, such as heavy goods depots, separately 
located groceterias, or specialty (clothing) stores.”’ 


In 1961, the principal statistics (sales, inventory, employment, and 
payroll) of all outlets operated by department store organizations — full-line 
outlets, limited-line stores, mail-order offices, and non-department store 
outlets — were combined for census purposes. 


The 1961 Census definitions, as well as the coding procedures 
employed in classifying the outlets operated by department stores, differ 
somewhat from those used in previous censuses. For a description of these 
changes, and their possible effects on department store data as well as 
data on other trades, see Appendices 3.G and 6.B. 
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5.A FIRMS INCLUDED IN DISCOUNT DEPARTMENT STORE SURVEY 


The following list includes all discount department stores which have 
been included in the universe at one time or another. Some of these firms 
are no longer in existence. 


Allied Towers Merchants Ltd. 

Banner Discount Department Stores 
Clark’s-Gamble of Canada Ltd. 
Frederick’s Department Stores Ltd. 
Freimart Stores 

GEM Stores Ltd. 

Grand River Department Store 
Hamilton Harvey and Son Ltd. 

K-Mart Stores 

| Miracle Mart Division, Steinberg’s Ltd. 
: M-M Discount Centre 

| Mon-Mart Discount Department Stores 
) Riteway Ltd. 

Save-Mart Ltd. 

Sayvette Ltd. 

Sentry Department Stores Ltd. 

Topps Discount Department Stores 
Woolco Department Stores 
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6.A COMPARABILITY OF TOTAL CHAIN STORE STATISTICS, 
1930-1961 


The reader will note that the term ‘“‘corporate chain’’ has been used 


extensively throughout this text. Although this terminology is used to 
differentiate such chains from ‘‘voluntary’’ chains, it is not a strictly 


accurate description. There are, in fact, a number of retail chains in Canada 
which are not corporate entities; they are operated as single proprietorships 
or partnerships. The Dominion Bureau of Statistics makes no use of the 
term ‘‘corporate’’ in its various surveys of retail chain stores. 


Among such surveys is an annual census of chain stores in Canada, 


_which has been undertaken each year since 1933. It provides an accurate 
_ picture of year-to-year changes in the retail chain field. 


Various sources are employed in determining new additions to the 
chain store universe. These include unemployment insurance records, labour 
force surveys, trade magazines, and discussions with businessmen. Although 
every attempt is made to survey new chains from the year in which they 
come into existence, occasionally such chains are not brought into the 
Survey until a year or two after their ‘‘birth.’’ When this occurs, no attempt 
is made to revise previous years. 


One effect of this policy is to create a slight upward ‘‘bump”’ in the 
chain store series during a census year, when door-to-door enumeration 


‘reveals the existence of chain stores which had previously escaped 


attention. 


As indicated in the following table, the chain store sales for 1930 and 
1941 shown in the census volumes (1931 Census of Canada, Vol. X, p. xxxi 
and 1941 Census of Canada, Vol. X, pp. 398-402) do not agree with the 
estimate of chain store sales shown in Table 6.1, which was derived from 
the historical series in Retail Chain Stores, 1964, Cat. No. 63-210, Table 1, 


Bp. 7: 


Table 6.A.1 — Comparison Between Historical Series (Table 6.1) and 
Census, Canada, 1930, 1941 and 1951 


Historical series 


Year Difference 


$’ 000 $’000 tom 

Ee ii Vb os 1s 0 x vivid bps 6 487 ,336.0 503,683.8 + 3,2 

Rs Shae his 5 a:5 bes fg. 639,210.4 642,999.5 + 0.6 
1,775,744.1 15775, 14404 


oeoeeveoeevreoev eee e ee ee eo 6 
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The differences between the two series for 1930 and 1941 are attri- 
butable to minor revisions in a number of trades after the completion of each 
census. For example, a later study showed that a number of chain outlets 
coded as retail in the 1930 Census were not essentially engaged in retailing 
activity. Consequently, such outlets were eliminated from the annual survey. 


Chain Store Definition 


Changes in the definition of a chain store organization in 1941 and 
1961 have affected the comparability of the chain store series over time. 


c¢ 


For the 1930 Census, a retail chain was defined as ‘‘...a group of 
stores of the same or similar kind of business, centrally owned and operated, 
and stocked with merchandise placed through a central buying office.” 
(1931 Census of Canada, Vol. X, p. xvi) The 1941 Census chain store | 
definition was basically the same, with one main exception; see 1941 
Census of Canada, Vol. X, p. xiii. In the 1930 Census, ‘‘...certain of the 
smaller units of multiple departmental organizations were classified as 
chains. The larger units which did not possess the central buying features 
of chain stores were classified as independents. In order to provide a more 
clear-cut policy in this regard, all department stores were classified as 
independents in the 1941 Census.’’ (However, as explained in Appendix 
3.G, note 4, this policy was not fully implemented until 1961.) 


The chain store definition remained basically unchanged until the 
1961 Census. For the purpose of this census, a chain store firm was 
defined as ‘‘...an organization operating four or more retail stores in the 
same kind of business under the same legal ownership [italics ours].”’ 
(Retail Chain Stores, 1961, Cat. No. 63-210, p. 3). 


There were two principal factors which motivated the Dominion Bureau 
of Statistics to adopt a more rigid definition: (1) the increasingly difficult 
task of applying the clause ‘‘same or related kind of business,”’ 
began to expand into other commodity lines (for example, under the former 
definition, a firm operating two men’s clothing stores and two women’s 
clothing stores under the same ownership would have been coded as a chain, 
Since any stores in the clothing and apparel group were considered related; 
under the new definition, however, these stores would be coded as two two- 
store multiples), and (2) the increasing difficulty of applying the clause 
‘‘same ownership,’’ Over the years, ownership control has become more 
complex. The use of ‘‘legal ownership’’ was intended to produce a consist- 
ent approach in coding retail chain organizations. An immediate effect of 
this approach was the partition of former national chains. For example, 
under the old definition a firm which operated retail outlets in six provinces 
of Canada, in each case under a provincial charter, would be considered as 


as firms 
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one chain, while under the new definition the firm would be split into six 
chains if there were four or more retail outlets in each province in the same 
line of business. 


The purpose of the following table is to reconcile the retail chain 
store sales figure of $3,495,215 000 (1961 Census of Canada, Cat. No. 
97-503 [ Vol. VI, Part 1], Table 10, pp. 10-1 and 10-2) with the retail chain 
figure of $3,718,817,800 used in the monograph. The difference between the 
two figures is accounted for entirely by the inclusion, in the monograph, of 
certain trades ‘‘recaptured’’ from the wholesale and service sectors. Further 
information on these trades is provided in Appendix 3.C. 


Table 6.A.2— Reconciliation between Census and Monograph Data for Retail 
Chain Store Sales, Canada, 1961 


Census of Canada, 
1961 


$ 
3,495,215,300 


Kind of business Monograph 


$ 
3,718,817,800 


PRT ALIN GED IACeS:. Se wna 50,611,100 

2. Taverns, beverage rooms and 
BUbIIe NOUSCS: . 2). ass ss 

3. Lumber and building material 
PROP EOP Sal neo resncies cies ais 4) sie 6.0.8 


137,981,800 
9,000,200 


BS 


. Farm implement dealers ...... 


5. Feed, hay, grain and seed 
ClOresm. eee rece. ok 6k 3% 4 26,009,400 


Bhcimisl« Wisvetes fava d's 3,718,817,800 


3,718,817,800 
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6.B COMPOSITION AND COMPARABILITY OF CHAIN STORE 
STATISTICS BY KIND OF BUSINESS, 1930-1961 


For monograph purposes, chain store firms were grouped into the 
same 21 broad kind of business groupings and a miscellaneous category as 
described in Appendix 3.G. 


One of the difficulties in studying trends in the chain sector from 1930 
to the present has been the incompleteness of published chain store data. 
Because of the small number of chain organizations in Canada, especially 
at the time of the 1930 Census, it was found necessary for the Dominion 
Bureau of Statistics to ‘‘blank out’’ the sales data of many chain store 
trades in order to comply with the Statistics Act. This Act specifically 
prohibits publication by the Dominion Bureau of Statistics of any aggregate 
data which could violate the confidentiality of the information supplied by a 
respondent. The normal practice has been to publish data only when there 
are at least three firms in the strata and when no one firm controls a very 
large share of the market in any particular area. A ‘‘very large’’ share of the 
market is usually considered to be in excess of 75 per cent, but this may 
vary from one series to another. 


As in the case of total retail trade, every attempt has been made to 
achieve close comparability of chain stores by kind of business from census 
to census (a description of the adjustments made to total retail trade is 
provided in Appendix 3.G). In order to obtain a high degree of comparability, 
it was necessary to make a number of assumptions about various kinds of 
business in the chain store universe. These assumptions, together with — 
other supplementary information, are given below. The reader should also 
note that many of the comments contained in Appendix 3.G regarding 
comparability between trades from census to census are equally appropriate 
to the chain store series as well. 


1. For the 1941 Census, a number of classification changes were made, 
which resulted in the elimination of some trades and changes in the coding 
of others (see Appendix 3.G for additional information). For the sake of 
comparability, the decision was made to use the chain store results for 
1930 as shown in the 1941 Census of Canada (Vol. X, Table 13, pp. 398-402) 
rather than those provided in the 1931 Census of Canada (Vol. X, Table 5A, 
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p. 39). The differences between the two published sets of figures are as 
follows: 
Table 6.B.1 — Comparison Between the Number and Sales of Retail Chains 
in 1930, as Published in 1931 Census of Canada and 
1941 Census of Canada 


1931 Census of 
Canada 


8,087 
525,642,000 


1941 Census of 


Retail Chains Canada 


INUINDET 5 cre cisre 6 0 oso coreeete ot ametet are te 
Salesrgesy. eee 2. es $ 


8,476 
503,683,800 


2: GROCERY AND COMBINATION STORES. As mentioned in note 4 of 

Appendix 3.G, a number of groceterias operated by department stores in 

other than department store structures were coded to the grocery and _ 
combination store category up to and including the 1951 Census. These 

groceterias, for the most part, were coded to the chain component of the 

trade. This former coding procedure has had the effect of inflating to some 

degree the chain component in relation to the 1961 Census. 


<3 RESTAURANTS. In the 1930 and 1941 Censuses, the data on chain 
restaurants excluded refreshment booths and stands (1931 Census of Canada, 
Vol. X, Table 5A, pp. 39-41, and 1941 Census of Canada, Vol. X, Table 13, 
pp. 398-402). In both cases, it was assumed that refreshment booths and 
stands were operated solely by independent entrepreneurs. For this reason, 
their sales were added to the independent sector of the restaurant trade. 


4, MEAT MARKETS. In the 1941 Census, meat markets were combined 
with fish markets in the table on ‘‘type of operation.’’ For monograph 
purposes, fish markets were not shown as a separate kind of business but 
were included in the ‘‘All other’’ group. In order to obtain the correct 
figures for independent and chain meat markets, it was necessary to remove 
fish market sales from the trade category as described in the census. 
Following a careful study of relevant DBS worksheets and other materials, 
the assumption was made that no chain fish markets existed in 1941. The 
chain sales total for this trade was therefore left intact and sales made by 
fish markets were transferred in their entirety from the independent sector of 
the trade. 


5 GENERAL MERCHANDISE STORES. From 1930 to 1951, the limited- 
line merchandise stores of a large department store organization were coded 
to this kind of business. For the 1961 Census, these stores were placed in 
a new category, ‘‘other non-department stores operated by department store 
firms.’’ In the monograph, such stores form part of the department store 
category (for further detail, see Appendix 3.G, notes 4 and 5). 
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6. GENERAL STORES. In 1951, a chain of limited-line merchandise 
outlets (fur-trading depots) operated by a department store organization were 
coded to this category; in 1961, these outlets were shifted to the new 
category ‘‘other non-department stores operated by department store firms.’’ 
As in the above case, further information may be found in Appendix 3.G, 
notes 4 and 6. 


72 WOMEN’S APPAREL STORES. In the 1941 Census, this trade con- 
tained two additional kinds of business—infants’ and children’s wear 
stores and furriers-fur shops (both included in the monograph ‘‘All other’’ 
category). In order to make this trade comparable with other censuses, it 
was necessary to remove these two kinds of business from the trade 
total. As the result of a study of historical records, the assumption was 
made that no chains existed in either kind of business in 1941 and therefore 
their sales were eliminated from the independent sector of this trade. 


8. HOUSEHOLD APPLIANCE STORES. In order to make this trade 
comparable with the monograph kind of business, it was necessary to 
remove the number and sales of radio and music stores and piano and 
music stores, both of which were included in the household appliance store 
group in 1941. DBS records indicated that some outlets in these two trades 
were operated by retail chain firms. For this reason, an estimate of the 
number and sales of these chainoutlets was made and the results were 
removed from the chain segment of this trade group. The remaining sales of 
these two trades were removed from the independent sector and both 
components were transferred to the miscellaneous store grouping. Up to 
1961, this kind of business group also included a number of appliance stores 
operated by department stores; these outlets were coded to the department 
store category in 1961. It was not possible, however, to eliminate these 
department store outlets from previous censuses. 


9. LUMBER AND BUILDING MATERIAL DEALERS. In the 1941 Census, 
‘other building material stores’’ were not included in the table on “‘type of 
operation.’’ In order to make this trade comparable in all census years, it 
was necessary to determine the chain/independent breakdown of this kind of 
business and add it to the data on lumber and building material dealers. For 
this reason, use was made of the chain/independent breakdown described in 
1941 Census of Canada, Vol. X, Table 2, p. 557, even though “‘the figures 
given in this table were compiled from consolidated reports submitted for 
each chain company as a whole. They do not check exactly with the figures 
for chain stores shown in the main tables in this volume which were based 
on data received for each individual chain store.’’ (footnote to Table 2, 
os) 
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10. THE 1961 CENSUS OF CHAIN STORES. The revision of the chain 
store definition in 1961, as well as the implementation of a number of 
coding changes at that time, had a profound effect on chain store statistics, 
especially at the kind of business level. 


The following table describes the differences for each monograph kind 
of business under both the new and the old (pre-1961) definitions. A com- 
parison of some of these trades is given in Retail Chain Stores, 1961, 
Cat. No. 63-210, Table 3, p. 10. 


The table below has been annotated to describe some of the more 
unusual changes that occurred in the 1961 Census, especially those changes 
not adequately explained by the change in definition mentioned in Appendix 
6.A. 


Table 6.B.2 — Comparison of Chain Store Sales by Kind of Business, 1961 
(Old and New Definitions) 


Kind of business 


Census-monograph Chain Store report 
(new definition) 


(old definition) 


$?000 $?000 
Grocery and combination stores .. 13711,4606;,3 1,711,848.2 
Restaurants ®.... \-).,. ai se ees oe d 50,611.1 42 ,304.4 
Méeatimarkets... oss ae case: ae chee 9,190.7 F190 7 
Alcoholic beverage stores ......... 659,929.6 659,865.0 
General merchandise stores» ...... 57,942.4 72,331.5 
Generalistores.. « «i...oh anna 25833032 53,489.6 
Vatiety (Stores. ow sss gases sa ete eee 312,796.3 317, soo 
Automobile dealers ....... Pete eeetens 9953298 .5 35541722 
Pilting stations t, 20. Gee. cera. sie oe 9,462.5 9,199.0 
Shoe Stores)! ) ois aie el oteeaere ia 82,132.0 82,944.0 
Men’s and boys’ apparel stores°¢ 272521 .6 29,192.5 
Women’s apparel stores© .......... 97 ,451.3 88 325.7 
Family clothing stores©® ........... 56,088.0 72,096.9 
Lumber and building material dealers4 137,981.8 96 ,354.3 
Hardware stores’ Soe. ee eee 28,476.7 51,192.6 
Furniture storesf,,.....0..... SReRT CS 35,142.2 44,295.2 
Household appliance stores& ...... ft-B s)he ye | 83,400.1 
Drag Store sy 30.5 ccsrstiph cael bl gehe i me 55,854.5 56,765.0 
Puelie Alors. 25. che's a sceheeaeas ihe 'o ates : 40,871.0 41,085.9 
Farm implement dealers .......... i 9,000.2 _ 
OUTS SCOPES «cute ete erie ese aemene 203,866.2 _ 


Total, all kinds of business ... ATs OL co 3,788,283.2 


4The restaurant group for monograph purposes included refreshment booths and stands. 
In 1961,chain refreshment booths and stands accounted for approximately $3,000,000 (figure 
obtained from unpublished DBS worksheets). The remaining difference between the two 
estimates may be due in part to errors in coding (see Appendix 3.G, note 3a). 
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bsales of general merchandise stores dropped substantially under the new definition. 
A large part of this difference of $14,389,100 is attributable to a change in the classification 
of two large chain organizations. In addition, the sales of a substantial number of department 
store outlets were transferred from this trade to the department store category. On the other 
hand, a chain firm formerly coded to the hardware group was transferred to the general 
merchandise category. 


CA number of shifts have occurred in the apparel group since the 1951 Census. A number 
of chains, previously coded to other kinds of business (family clothing, for example), were 
recoded to women’s apparel stores on the basis of additional commodity detail found in the 
1961 Census returms. 


dit is highly probable that the chain store estimate for the lumber and building material 
group has been inflated by incorrect coding (for additional information, see Appendix 3.G, 
note 8), 


€See note b. 


fThe difference between the two estimates of furniture store sales is due largely to 
a shift in classification of a chain store organization, as the result of a change in the 
commodity mix of the firm. 


SA number of chain organizations which were engaged, for the most part, in direct selling 
were eliminated from this category. 
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1.A VOLUNTARY CHAIN STATISTICS, 1930, 1941, 1951 AND 1961 


A capsule view of the voluntary chain movement in Canada is avail- 
_ able in published form for 1930, 1941, and 1951. These data were collected 
| and tabulated as part of the Census program in those years and can be 
found in 1931 Census of Canada, Vol. X, pp. 39-43; 1941 Census of 
Canada, Vol. X, pp. 398-402; and 1951 Census of Canada, Vol. VII, 
pp. 16-1 to 16-22. 


The Dominion Bureau of Statistics also collected and tabulated 1961 
voluntary chain data in conjunction with the 1961 Census of Merchandising 
and Service Establishments. However, these data were not published. 


A careful analysis of the 1930 and 1941 published voluntary chain 
figures reveals numerous inconsistencies. For example, Table 5.A, 1931 
Census of Canada, indicates that there were 4,988 affiliated retailers with 
aggregate sales of $126,547,600. However, an examination of the voluntary 
chain data stratified by kind of business accounts for only 4,582 affiliated 
stores with combined sales of $113,454,300. Similar discrepancies are 
apparent in the statistics on voluntary chains in 1941 Census of Canada, 
Vol. X. In total, the 1941 Census results indicate that there were 5,424 
affiliated retailers with total sales of $155,569,000; by kind of business, 
however, only 4,626 affiliated retailers with aggregate sales of $125,339,000 
can be accounted for. 


For these reasons, it was decided not to use the 1930 and 1941 
voluntary chain statistics within the monograph proper, despite the fact that 
the omission of the data for the earlier years would be regrettable. 


Study of the 1951 voluntary chain data also reveals a number of 
inconsistencies, especially in the coding of retail firms to the voluntary 
chain field. For example, the tabulation in 1951 Census of Canada, Vol. 
VII, Table 16, shows custom tailors and china, glassware and kitchenware 
stores as having been affiliated to sponsoring wholesalers. In many 
instances, fewer than four of these types of stores were coded as members 
of voluntary chains; yet the term ‘‘chain,’’ whether in the corporate field or 
in the voluntary field, implies four or more retail outlets in the same or a 
closely related kind of business. 


| However, as original worksheets and punch cards were available and 
some assessment could be made as to the validity of the data, it was 
-_ decided to use the 1951 voluntary chain data, but to restrict the analysis to 

those trades in which the voluntary chain movement was most dominant, 
thereby limiting the degree of error. 


For much the same reason, it was decided to use the 1961 voluntary 
chain material which had been collected and tabulated by the Dominion 
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Bureau of Statistics, but not published because of the weakness of the data. 
Again, the data used within the monograph are limited to those trades in 
which the voluntary movement has made the greatest strides. 


However, the reader is cautioned in the use of the tabular material 
presented on voluntary chains in Canada. First, the statistics presented in 
the tables are limited to selected trades and therefore should not be inter- 
preted as representing the overall magnitude of the voluntary chain move- 
ment. Second, even though the analysis was restricted to selected trades, 
the data for these trades (number and sales) are subject to some error 
because of the method of collecting the data by the Dominion Bureau of 
Statistics. In every census, respondents were simply requested to answer 
‘yes’ or ‘no’ to a general question: ‘‘Was this business a member of a 
sponsored or voluntary chain group?’’ It has been found that classifying an 
outlet on the basis of a ‘‘tick-off’’ question, without the guidance of an 
explanatory note on the questionnaire, can lead to serious error. Also, the 
term ‘‘voluntary chain’’ is not as widely understood as one might expect 
(see Appendix 7.B). 


The Census data presented in the various tables are subject to a 
further weakness which overrides the collecting and tabulating of the 
material and which also occurs in the various private studies on the volun- 
tary chain movement in Canada. The figures do not take account of the 
degree of affiliation between the member retailer and the sponsoring or 
sponsored wholesaler. In particular, no allowance is made for the fact that, 
while some member retailers buy most of their merchandise from the group 
wholesaler, others obtain most of their needs from other suppliers. There- 
fore, the figures represent the total volume of business registered by retail 
members of co-operatives and voluntary chains, which is greater than the 
retail sales of goods purchased under group programs. 


For all of these reasons, the data presented on voluntary chains 
should be used with discretion and as a rough yardstick only. 
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1.B SURVEY OF AFFILIATED GROCERY AND COMBINATION STORES, 
1963, 1964 AND 1965 


During 1964, the Dominion Bureau of Statistics decided on a program 
of annual surveys of voluntary chains in Canada. The first survey of 
voluntary chains was carried out in 1964 for 1963 and was designed princi- 
pally to determine the most effective method of collecting and tabulating 
the data. 


This survey produced some interesting results. For one thing, in a 
number of cases, conflicting statements were received from the wholesaler 
and the retailer on the membership status of the retail outlet. In part, this 
disagreement arose through incorrect reporting by wholesalers who were 
requested to submit lists of retailers affiliated with their sponsored 
voluntary chains. In some instances, the lists included the wholesalers’ 
total accounts rather than only the firms in the voluntary chain. As well, 
both the survey and discussions with wholesalers and retailers indicated 
conclusively that the degree of influence or control exercised by whole- 
salers over member retailers varied widely from one voluntary chain to 
another. In order to insure that the survey would be statistically meaning- 
ful, it was decided by the Dominion Bureau of Statistics to confine the 
voluntary chain universe to a manageable size by the imposition of two 
limiting factors: a written contract had to exist between the wholesaling 
_ unit (either an independent wholesaler or a retailer-owned wholesaler) and 
the retail outlet; and the retailer was required to display some sign or 
symbol which would indicate to the public that he was a member of a 
voluntary chain. 


The imposition of these limiting factors had the effect of cancelling 
out ofthe voluntary chain survey a number of voluntary chains in total which 
did not require a written contractual agreement between wholesaler and 
retailers. Also eliminated were a large number of retailers who were members 
of voluntary chains on the basis of an oral agreement between the sponsor- 
ing wholesaler and themselves rather than a written contract. 


It was also felt by the Dominion Bureau of Statistics that the results 
published on the voluntary chain movement would be significantly improved 
over previously published figures (see Appendix 7.A) if the data were to be 
stratified by ‘‘purchase factor’’ (the proportion of the retailer’s purchases 
made from the sponsoring or sponsored wholesaler as compared to his total 
purchases). Although some contracts between wholesalers and member 
retailers specify the minimum volume of goods which must be purchased 
from the sponsoring wholesaler, this requirement is not rigidly enforced as 
a rule. Other contractual arrangements between sponsoring wholesalers and 
member retailers may not include any reference at all to purchasing, although 


ats 


TRENDS IN CANADIAN MARKETING 


usually there is an oral commitment on the part of the retailer to obtain a 
‘‘substantial’’ amount of his purchases from the sponsoring wholesaler. In 
a rough way, then, the purchase factor can serve as a measurement of the 
degree of affiliation between a retailer and the sponsoring wholesaler. 


Annually, since 1964, the Dominion Bureau of Statistics has con- 
tinued to collect information on voluntary chains. The returned question- 
naires are presently being edited and some preliminary figures are now 
available. It is expected that the results of these surveys will be released 
as a special statement in the latter part of 1967. 


Table 7.B.1 shows the number and sales of affiliated grocery and 
combination stores for 1963, 1964, and 1965. These figures are stratified by 
purchase factor. As can be seen, the degree of affiliation as measured by 
the purchase factor varies widely. 


Table 7.B.1 — The Number and Sales and Percentage Distribution of 


Affiliated Grocery and Combination Stores, by Purchase Factor, 
Canada, 1963, 1964 and 1965 


Number 
of outlets 
1963 1964 1965 
A No. 


No. 


Percentage 
distribution 


1963 1964 
p.ce 1 pec. 


Purchase factor 


28 20 0.5 


82 ad, 13 


1,688 


aie 0 elal's Ga ehm share 9,151 5, 268 5,082 100.0 | 100.0 
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SURVEY OF AFFILIATED FOOD STORES 


Table 7.B.1 (Cont'd) 


Sales ier tage 
Purchase factor distribution 
1963 1964 1965 1963 1964 1965. 


$7000 $’000 $’000 oc, D..c. p.c. 

EST Le ee ee ee 6,121 3,739 1,692 ; 0.4 0.2 
TO = COOP eee ues aes 11,224 770 12,884 : 2 a 
PAU | eae Sis cMekelabensia 31,614 29,993 29,647 a 2.9 Pao 
BO) $50 babe e iste wreweetdayelc« 132,278 143,648 159,031 14.1 13.6 


DORIS cate ase tts a sth + a eee 379,846 388,586 423,974 38.2 36.3 


fe LOU Bie. facstgbss oss SAE 391,562 439,215 540,997 o 46.3 


3.2 
Ss GU isrsts oiler. vise « arate 952,645 | 1,016,951] 1,168,225} 100.0 | 100.0 | 100.0 


SOURCE: Unpublished DBS worksheets. 


In Table 7.B.2, the data in the table above are compared with the 
estimates of the number and sales of affiliated food stores published by 
Canadian Grocer (a Maclean-Hunter publication), one of the principal 
sources of voluntary chain data in the food field. 


Table 7.B.2 — A Comparison of the Number and Sales of Affiliated Grocery 
and Combination Stores as Estimated by Canadian Grocer and the 


Dominion Bureau of Statistics, Canada, 1963, 1964 and 1965 


Canadian Grocer DBS estimates 
estimates 


$000 $’000 $’000 


Deviation 
Year 


1,441,774 952,645 489,129 


1,596,078] § 1,016,951 579,127 


dO? O74 ol ee T163,225 504,752 


SOURCES: Canadian Grocer, Vol. LX XVII, No.9 (August 19, 1963), p, 26; Vol. LXXVIII, 
No. 9 (August 19, 1964), p. 2; Vol. LXXIX, No. 9 (August 19, 1965), p. 3; and Vol. LXXX, 
No. 8 (August, 1966), p. 22. Unpublished DBS worksheets. 
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A conversation held with Mr. Maurice Shore, Editor and Manager of 
Canadian Grocer, on July 17, 1967, revealed a number of possible reasons 
for the discrepancies between the two sets of figures. (1) Canadian Grocer 
obtains its information directly from the sponsoring wholesaler. These 
wholesalers are requested to submit the number of affiliated retailers, the 
wholesale sales to these affiliated stores, and an estimate of the retail 
sales made by these stores. On the other hand, the Dominion Bureau of 
Statistics surveys the affiliated stores directly for sales and purchases. 
(2) Canadian Grocer must rely on the good-will of the sponsoring whole- 
saler. When this good-will is not forthcoming, it becomes necessary for 
Canadian Grocer to estimate the total sales of the voluntary chain. The 
degree of estimation in terms of total dollar volume may be less for DBS. 
(3) The Dominion Bureau of Statistics has placed two limiting qualifications 
on voluntary chains: a written contract and the display of a sign or symbol 
denoting membership in a voluntary chain. Canadian Grocer. on the other 
hand, does not restrict its survey in this manner. The magazine’s definition 
of a voluntary chain is what people in the business customarily take to be 
a voluntary chain. (4) Canadian Grocer includes in its estimate those 
corporate chains which operate under the voluntary chain banner. The 
preliminary figures produced by DBS and shown in Table 7.B.1 do not 
include corporate outlets, although the Dominion Bureau of Statistics 
intends to include these corporate chains in its survey when the data are 
published. It is estimated that in 1965 there were approximately 20 corpor- 
ate chains which operated within the voluntary chain field with total sales 
of approximately $200,000,000. 
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8.A DEFINITION OF A SHOPPING CENTRE 


For the purpose of this chapter, the definition of a shopping centre 
conforms to the one used by the Dominion Bureau of Statistics, which is as 
follows: 


A shopping centre is a group of stores which are planned, developed and 
designed as a unit. It must contain a minimum of five retail establishments 
in operation during any part of the current year. It must have a minimum of 
20 thousand square feet of usable parking area adjacent to the shopping 
centre and free of charge to the customers of that centre. For merchandising 
developments with paved parking area of 20 thousand to 50 thousand square 
feet, the ratio of parking area to gross ground floor area must be 1.5 to 1 or 
better. The retail development must contain either a grocery and combination 
‘store, a department store or a chain variety store. While a shopping centre 
is usually designed as a single project, all establishments do not neces- 
sarily have to be leased from a single (private or collective) ownership. A 
retail establishment may own the building and land on which it is situated 
but still be fully integrated with the centre. A shopping centre usually bears 
a name and as a rule matters of common interest to the tenants, such as 
children’s playground, community activities, parking, etc., originate from one 
authority. 


The above definition differs from the one in use prior to 1960 by the 
addition of the clauses italicized above (see Canada, DBS, Shopping 
Centres in Canada, 1961 - 1963, Cat. No. 63-214). 


The implementation of the new shopping centre definition had the 
effect of cancelling 32 shopping centres which had existed prior to 1960. 
All of the centres eliminated were of the neighbourhood variety, with retail 
sales of $19,678,000. The net effect of the new definition, in 1960, was to 
decrease the number of shopping centres by 12.2 per cent and retail sales 
by 2.4 per cent. 


Because of the minimal effect on sales, no revisions were made in 
shopping centre data for the period 1956 to 1960. 
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8.B DEFINITIONS OF NEIGHBOURHOOD, COMMUNITY AND 
REGIONAL SHOPPING CENTRES 


As defined by the Dominion Bureau of Statistics, shopping centres 
are Stratified on the basis of the number of retail establishments operating 
within the centre into Types A, B, and C. These are described as follows: 


Neighbourhood (Type A) — shopping centres with 5 to 15 retail estab- 


lishments; 

Community (Type B) — shopping centres with 16 to 30 retail estab- 
lishments; 

Regional (Type C) — shopping centres with more than 30 retail 
establishments. 


The following table describes the three types of shopping centres by 
number of retail establishments, gross floor area, and parking area: 


Table 8.B.1 — Area Statistics of Shopping Centres, 1964 
Measures of 


Type of shopping centre 


Median 


Neighbourhood (Type A) 


No. of retail establishments ....... 15 8 

GrOssatloorsareae aicd bea) os’ 9 0 sq. ft. 199,077 42,780 

Patiitieiared -.. 24.04 ae cus se 9-8 Sq. ft. 900,000 105,852 
Community (Type B) 

No. of retail establishments ....... 30 Ze ot 

MOSS 1100r area® .. cee ese sq. ft. 437,286 | 167,307 | 147,200 

PaTRIN@ ATCA << cote ses es on SaQute: 1,547,856 | 463,697 | 370,000 
Regional (Type C) 

No. of retail establishments ....... 31 aA 38 33 

ROSS, 11000 ATCA Bea cies cles sq. ft. | 199,086 | 1,120,357 | 426,195 | 385,000 

ORIN CO LATC Os 5 so. om, s.3.0-9) 08 ... sq. ft. | 235,964 | 2,439,160 | 963,082 | 874,463 


@Includes gross floor area of all premises — retail, service, offices, etc. 


SOURCE: Canada, DBS, Shopping Centres in Canada, 1964, Cat. No. 63-214, text 
table, p. 4. 
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9.A DEFINITIONS OF AUTOMATIC VENDING AND VENDING 
MACHINE OPERATORS 


Automatic vending is described by the Dominion Bureau of Statistics 
as “‘the completion of a sales transaction, without the presence of a sales 
clerk or cashier, by the insertion of coins or bills into a vending machine.”’ 


A vending machine operator is defined as ‘‘an individual or firm that 
owns or rents, locates, services and repairs (on his or its own account or on 
a contract basis) automatic merchandise vending machines, with the right 
vested in the individual or firm to withdraw the cash from these machines. 
A number of the vending machines must be located on premises other than 
those of the operator, unless the operator is an incorporated subsidiary firm 
which exists for the purpose of operating vending machines on the premises 
of the parent company.”’ 


The following types of operators are not included in this definition: 


(a) Firms which operate vending machines solely on premises where 
their main business activity takes place (other than incorporated subsidiary 
companies), including those that operate their own machines solely as a 
service to their customers or employees; for example, a firm which is 
engaged in operating restaurants or canteens in a number of different 
locations where merchandise vending machines have been installed is 
excluded, since the firm operates these machines only on premises where 
its main business activity is carried on. 

(b) Unincorporated divisions of companies which were established 
primarily for the purpose of operating concessions, including vending 
machines, solely on the premises of the parent company. (However, if these 
unincorporated divisions have installed merchandise vending machines in 
other locations as well, the firm comes within the above definition.) 


(c) Firms engaged in vending only non-food products (other than 
tobacco) or coin-operated services, i.e., pencils and pens, hosiery, passport 
photographs, coin-operated laundries and car-washes, pay telephones, etc. 
However, firms which sell food and/or tobacco products in addition to non- 
food items or services are included, even when the sale of non-food items 
represents the larger proportion of the total business. 

(d) Bottlers who operate vending machines for only short periods of 
the year, usually at times when they encounter difficulties in selling or 
renting machines in their possession. Only those bottlers who operate 
merchandise vending machines on a continuous basis are included in this 
definition. 
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1961 CENSUS MONOGRAPHS 
DOMINION BUREAU OF STATISTICS 
OTTAWA, CANADA 


TRENDS IN CANADIAN MARKETING 
M.S. Moyer and G. Snyder 


TRENDS AND FACTORS OF FERTILITY IN CANADA 


Jacques Henripin 


URBAN DEVELOPMENT IN CANADA 
L.O. Stone 


INCOMES OF CANADIANS 
J.R. Podoluk 


LABOUR FORCE STUDIES 


Historical Estimates of the Canadian Labour Force 
Frank T. Denton and Sylvia Ostry 
The following by Sylvia Ostry 
The Occupational Composition of the Canadian Labour Force 
Provincial Differences in Labour Force Participation 
Unemployment in Canada 
The Female Worker in Canada 


Geographic Composition of the Canadian Labour Force 


The above are the first studies to be published of the Census Monograph Programme 
and are expected to be available intermittently, in separate English and French 
editions, from the Queen’s Printer and the Dominion Bureau of Statistics (Publi- 
cations Distribution Unit) during 1968 and 1969. The list will be augmented as 


work on other studies progresses. 
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